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151 Strand, London WC2 Telephone 01-836 0832 
Cables and Telegrams: Countant, London WC? 
Published at 3 p.m. every Thursday 


Subscription Rates 

Home and overseas: £6 10s per year; £3 6s 6d half-year 
Airmail edition: £9 15s per year; £4 17s 6d half-year 

| Concessional rate for students: £4 5s (forms on application) 


Classified Advertisements 


Rates and Information 

A minimum charge is made for each advertisement which covers up to five lines 
(approximately twenty-five words). Additional lines (approximately five words) 
are charged pro rata. 


SEMI-DISPLAYED advertisements are charged per inch, and pro rata. 


CONCESSIONAL RATES per insertion are also quoted. These are given for 
advertisements to appear in three or more consecutive issues. They cannot be 
applied retrospectively or for advertisements which are to appear at fortnightly 


or longer intervals, 
The concessional rates are based on THREE INSERTIONS FOR THE PRICE 


OF TWO at the normal rates. 


Payment 
Except where special arrangements exist ALL ADVERTISEMENTS which are 
charged according to the number of lines they occupy MUST BE PREPAID. 
Box numbers extra — see next column. 





Linage Basic Concessional 
ALL HEADINGS except 
Situations Wanted 
Minimum covering 5 lines £1 17s 6d £1 5s Od 
per line (5 words) in addition 7s 6d 5s Od 
SITUATIONS WANTED ` 
(including Articles Wanted) 
Minimum covering 5 lines £1 10s Od £1 Os Od 
per line (5 words) in addition 6s Od 4s Od 
Semi-displayed 
All headings: 

per single-column inch £6 Os Od | £4 Os Od 
Fully-displayed : 
All headings: 

per single-column inch £7 10s Od £5 Os Od 
(minimum 2-inch single column) | - | 
Box Numbers per insertion ` | 4s 6d | 3s Od 


Box numbers are not transferable and cannot be repeated at a later date. 


CLOSING TIMES 


Linage/Semi-displayed: 10.30 a.m. on Monday of the week of publication . 
Fully-displayed: 10.30 a.m. on Monday of the waek of publication 

If proofs are required, or if blocks have to be especially made for fully- or semi- 

displayed advertisements copy must reach us by 10.30 a.m. on Thursday of the 

week preceding publication. 

Complete plates will be accepted up to 4.30 p.m. on Monday of the week of 

publication. : 

All blocks, plates, etc. must be supplied in duplicate. u 

Alterations or cancellations will be accepted up to 10.30 a.m. on Monday of the 

week of publication. 

These times are subject to alteration when bank holidays or any other reason 

make it necessary to go to press earlier. Notice of any such alteration will be 
given in the classified columns. 


All classified advertisements in The Accountant appear automatically in Taxation, thus reaching a combined readership of over 100,000. 








LEWIS, COATES & LUCAS LTD 


LAW STATIONERS 
COMPANY PRINTERS 
COMPANY AGENTS 


e Draft Memorandum and Articles 
supplied by return of post 

© Company Seals and Books 

e Notepaper, Bills, etc., printed 

e Rubber Stamps 
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All office requisites 
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inclusive 


12 NORFOLK STREET, STRAND, WC2_ 
TEMPLE BAR 6927 TELEX 262587. 
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and at 


2 MELVILLE STREET, EDINBURGH 
CALEDONIAN 8321 | 


(for Scottish Companies) 





RICHARD OWEN 
ASSOCIATES 


Staff Consultants ~ Accountancy Division 
24 Finsbury Court, Finsbury Pavement, London EC2 


ACCOUNTANTS! Our service is informal. You can 
step into our reference room any time — 9 a.m. to 6 p.m.* 
and, without any form-filling, scan the classified registers. 
Come as often as you like until you find the post that is 
ig SEH you. Hundreds of vacancies: salaries £1,000 
to £6,000. I 


If unable to call, then telephone — or write — for the 
relevant list. 


Public Practice: A. J. PITTMAN. Tel. 01-628 4550. 


Commerce and Industry: 
London: B. JAMES. Tel. 01-628 8371. 
Provinces and Overseas: I. McEvoy. Tel. 01-628 0527. 


EMPLOYERS! Save advertising costs by placing your 
vacancies, without charge, on our registers ~ seen by more 
than sixty applicants every week. Our fee — 5% — applies 
only when the post is filled by us. 


To register your vacancies ring R. OWEN, 01-628 8860. 


* Saturdays by appointment. 
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Representatives of 


GEE & CO (PUBLISHERS) LIMITED 


Overseas 


AUSTRALIA 
THe Law Book COMPANY OF AUSTRALASIA Pry LTD 
301-305 Kent Street, Sydney, New South Wales 


U.S.A. 
THE COUNTING Houses PUBLISHING CO 
Thiensville, Wisconsin, U.S.A. 


INDIA - 
HARLES LAMBERT & C 
101 Nate Gandhi Road, ‘Opp: Clock Tower 
Fort, Bombay l, India 


CANADA 
THE CARSWELL COMPANY LID 
145-149 Adelaide Street, West Toronto 2, Canada 


SOUTH AFRICA 
JOHANNESBURG AGENCIES 
P.O, Box 10167, Johannesburg, South Africa 


NEW ZEALAND 
SWEET & MAXWELL (N.Z.) LID 
54 The Terrace, P.O. Box 5043, Wellington, New Zealand 


HONG KONG 
SINCERE COMPANY LTD 
173 Des Vocux Road Central, Hong Kong 
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AUCTION SALE — LONDON AUCTION MART 


TUESDAY, MAY oth, 1970-3 p.m. 


(unless Zeie? sold) 


freehold shop investments 


SOUTHALL 33/49 The Broadway 


Nine shops in finest position let to: James Walker, 
Dorothy Perkins, Coombe Bakeries, G. M. Gerrards, 
Shoefayre, Ripolin, Civic Radio, etc, at low rentals 

totalling £10,495 p.a, 
VALUABLE REVERSIONS FROM 1972 


WEMBLEY 539/541 High Road. 


Two shops in peak position let to: London Trustee 
Savings Bank and Achille Serre Ltd, producing £4,500 p.a. 
RENT REVIEWS FROM 1974 

VALUABLE REVERSIONS 1980 ` 


SOUTHAMPTON 39 Above Bar Street 


Modern shop and offices in fine corner multiple location 
occupied by Ratners (Jewellers) and leg Provident 
& Century Life Office producing £2,750 p 

EXCEPTIONAL REVERSIONS IN 1975 and 1981 


SOUTHEND-ON-SEA 46/48 nien serece 


Outstanding retail position next door to British Homa 
Stores let at the nominal rental of £90 p.a. 
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ISRAEL 
 STEIMATZKY S MIDDLE EAST AGENCY LTD 
P.O.B. 628 Tel Aviv, Israel 


Auctioneers 


GEE & CO (PUBLISHERS) LIMITED 
158 Strand, London WC2 
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More Informative Accounts 


INDSIGHT, it has been said, is one of the commoner 
human failings and a singularly unprofitable one, Such at 
least was the experience of the plaintiff in an accident case, who 
relied heavily on the fact that the defendant company had mean- 
while introduced additional precautions against any possible 
recurrence of the event; this, he argued, was tantamount to an 
admission of previous negligence. The Court made short work of 
this novel line of argument with the memorable words — ‘Because 
the world grows wiser as it grows older, it was not necessarily 
foolish before’. 
Accountants do not lack their full share of the world’s wisdom 
and few would deny the extent to which the profession: has 
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advanced its standards in the light of experience. Whilst ac- . 


countancy is still under castigation (in some quarters, we regret to 
note, with a marked lack of objectivity, if not even accuracy) for its 
part in the Pergamon episode, not a few of our readers can look 
back to the Royal Mail case and marvel at this remembrance of an 
age in which a few brief lines constituted the 'profit and loss 


. account' for the year, and accounting firms of the highest repute 


habitually used such phrases as, after adjustment of taxation 
reserves' to conceal actual trading losses. We have, indeed, come a 
long way since then. 


In The Accountant of December 18th, last, we referred to the 


Statement of Intent issued by the Council of The Institute of 
Chartered Accountants in England and Wales and likened its 
importance to that of the inauguration of the famous series of 
"Recommendations! which, in the words of Mr R. G. Leach, 
C.B.E., F.C.A., ‘are respected and influential throughout the world’. 
We now await with interest the appearance of the Survey of 
Published Accounts 1968-69: Methods of financial reporting used by 
300 major British companies (to be published by the Institute later 
this month) which reviews the accounts of commercial and indus- 
trial companies from ‘The Times soo’ and includes some three- 
quarters of the total market capitalization of such companies 
quoted on the London Stock Exchange. The survey is a factual 
one, showing things as they are, and does not set out to be critical, 
although in describing what companies have done there may be 
some irpplied general criticism. 

The joint steering committee set up to implement the Statement 
of Intent now has a number of papers in course of preparation. The 
earliest titles, which are expected to appear in Tune 1970, will deal 
with a standard treatment for profits made by associated com- 
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panies, and with the publication of the accounting bases 
used in arriving at such figures as depreciation. These 
will be in the form of ‘exposure drafts’ for consider- 
ation and review by representatives of such bodies as the 
Confederation of British Industry, the Stock Exchange, 
the City Take-over Panel and the merchant banks - 


' as well as by the profession at large — before issue in 


their final form. Other topics are predicted to include 
the computation of earnings per share, the treatment of 
merged or amalgamated companies, and stock valua- 
tion: clearly this all adds up to the acceptance by the 
profession of wide-ranging responsibilities towards 
shareholders, who, as a class, are daily growing more 
numerous and more articulate. 


The co-operation in this venture of the CBI, the. 


Stock Exchange and other interested parties assumes 


` particular importance in the light of the Council of the 


Institute's professed intent 'after appropriate notice, 
[to] recommend that if disclosure of accounting 
bases or of departures from definitive accounting 
standards is not made in the accounts or in notes 
thereto, appropriate reference should be made in 


- auditors’ reports’. 


According to The Econonust of February 28th, any 
qualification of the auditors’ report is at present re- 
garded as 'a terrible stigma’ and the power is rarely 
exercised ; analysis of 4,000 published accounts showed 
only 109 qualifications relating for the most part, to 


' difficulty in verifying particular items. It has to be 


stated that The Econonust appears to have some pretty 
odd views on the proper conduct of an audit — as, for 
instance, that auditors might 'act much more ag- 
gressively in the stockholders’ interest’, and in parti- 
cular that 'Auditors should be free to express their 
independent view without simultaneously damning 
the company in the eyes of its shareholders, the 
Stock Exchange and the newspapers'. If this piece of 
inspired prose is to mean that auditors lack independ- 
ence now in the exercise of their critical functions, 
then the profession will doubtless discard it with 
well-deserved contempt. | 

Anyone who has borne practical responsibility for 


. the conduct of an audit knows the value of mutual 


respect and confidence between the professional.man 
and his client (economists, of course, are not in- 
fluenced by such considerations) and what can bé 
accomplished by friendly persuasion. Anyone who 
recalls the fate of the Davies Investments empire 
will know that auditors do not shrink from intro- 
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ducing material reservations in a proper case. 

Coincidentally with the latest news from the 
English Institute, we have received and studied with 
interest the eighth (1969) edition of Financial Reporting 
in Canada published by the Canadian Institute of 
Chartered Accountants. The Accounting and Auditing 
Research Committee of that body has been interested 
since 1955 in ‘the trends and latest developments in 
financial reporting in Canada as disclosed in published 
annual reports’; and whilst Canadian company 
legislation is perhaps not in all respects analogous to 
that in Britain, it is encouraging to note the increasing 
acceptance of the Committee’s recommendations in 
many areas, including in the present context the 
description of inventory valuation and disclosure of the 
methods and rates used in calculating depreciation. 

Of 325 companies included in the Canadian survey, 
64 (20 per cent) segregated inventory totals between 
finished products, in-process products and raw 
materials; 32 (10 per cent) disclosed the method and 
rates used for calculating the current charge for de- 
preciation; whilst 43 more (13 per cent) disclosed 
either the method or the rate but not both. Additional 
data was provided by 213 companies (66 per cent), most 
commonly in the form of comparative financial and 
operating data for at least three years, to the regular 
financial statements. A minor curiosity is that, whilst 
publication’ of financial statements to the nearest 
thousand dollars is gaining acceptance in both Canada 
and the USA, one of the 325 survey companies | 
apparently still includes the cents in its annual publi- 
cation. As far back as 1950 we referred in our ‘Finance 
and Commerce’ column to ‘meaningless’ shillings and 
pence following six figures of pounds. 

It may at first sight appear somewhat unreasonable . 
of the lay public to make so much of the discovery 
that the profession is less than infallible but mature 
consideration suggests that for excellent performance 
to be accepted as standard is in itself a compliment. It 
will be recalled that the great Jessel, once Master of the. 
Rolls, was taken to task by a contemporary for his 
apparently inconsiderate treatment of a novice barrister 
who appeared before him; and he replied, with 
genuine astonishment ~ ‘But I did everything I could 
think of to let him show his paces!’ That young man 
had evidently failed to appreciate the judge's benign 
intent and the concealed tribute which it implied. 
Although the analogy is in some respects less than 
exact, it may be that the high standards already 
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established by the accountancy profession are them- 
selves indirectly contributory to the buffeting which 
it has sustained in recent months. 

It is a truism that the purpose of accounts is to 
inform the interested parties, and the progress towards 


more informative accounts is one which we have 


actively supported for many years. As reported 
below, The Accountant Annual Awards for 1970 - 
the seventeenth of the series since their inaugu- 
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The two companies which have been selected to receive 
The Accountant Annual Awards for 1970 are: 


IMPERIAL CHEMICAL INDUSTRIES LTD 
and 


BESTOBELL LTD 


The reports and accounts of these companies were judged 
the best of well over 1,200 entries for this year's Awards. 
Each year's Awards are for reports and accounts presented 


at company annual meetings held during the previous | 


calendar year. The Award to Imperial Chemical Industries, 
therefore, is in respect of their report and accounts for the 
year to December 31st, 1968, presented at the company's 
annual general meeting on April 2nd, 1969. 

Bestobell receive the Award for ‘smaller’ companies 
requiring less complex accounts than those of a large group, 
in respect of their report and accounts for the year to 
` December 31st, 1968, presented at the company's annual 
general meeting on May 22nd, 1969. 


The Awards will be presented by the Lord Mayor of 
London, Sir Ian Bowater, at the Mansion House on May 
I5th, in the presence of a distinguished company representing 
the City, the professions, commerce and industry. 


The Awards, which are of equal rank, each take the form 
of a pair of silver wall sconces inscribed with the name of the 
winning company and specially designed with ancient 
and modern symbolism depicting commerce and ac- 
countancy. They are made annually to companies whoge 
shares are quoted on a recognized stockeexchange in the 
United Kingdom, in relation to the form and content of 
their published reports and accounts; particular importance 
is attached to the adequacy of the information given and its 
; presentation. 
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ration in 1954 — were contested by well over 1,200 
entrants. With particular pleasure at this time we 
acknowledge the work of those who have recognized the 
need, in accountancy no less than in other learned 
disciplines, for the best practice to show itself in 
advance of legislative prescription, and welcome the 
determined approach of one of the world’s largest and 
most respected professional societies to the additional 
responsibilities laid by a new age upon its members. 


The Accountant Annual Awards 


WINNING COMPANIES FOR 1970 ANNOUNCED 


Panel of Judges 
The members of the Panel of Judges are: 


Mr Roy Borneman, Q.c., Chairman. 


Mr Peter Baring, a managing director of Baring Brothers 
& Co Ltd. 


Mr P. C. Barnett, a member of the Council of the London 
Stock Exchange and a partner in a firm of stockbrokers. 


Mr T. A. Hamilton Baynes, M.A., F.C.4., a former mem- 
ber of the Council of The Institute of Chartered 
Accountants in England and Wales. 


Mr W. G. Campbell, B.A., F.c.a., a former member of the 
Restrictive Practices Court and of the Council of The 
Institute of Chartered Accountants in England and 
Wales. 


Mr J. A. Jackson, F.C.A., a member of the Council of The 
Institute of Chartered Accountants in England and 
Wales and a partner in a firm of chartered accountants. 


Mr Robert Knight, r.c.rs., finance director of The 
Bowater Paper Corporation Ltd and immediate Past 
President of the Chartered Institute of Secretaries. 


Mr Trevor W. Macdonald, C.A., a partner in a firm of 
chartered accountants and a former Chairman of the 
Association of Scottish Chartered Accountants in 
London. 


Mr Anthony Mallinson, a partner in a City firm of 
solicitors. 


Mr Ian T. Morrow, C.A., F.C. W.A., a Past-President and a 
member of the Council of The Institute of Cost and 
Works Accountants; Vice-President Elect of The 
Institute of Chartered Accountants of Scotland, and 
Chairman of the Joint Diploma Board. 


Mr Arthur E. Webb, Editor of The Accountant. 
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, Shell Lose Overspill Appeal 
VVEEN the Finance Act ro6s introduced cor- 


poration tax, it provided by section 84 and ` 


Schedule 20 for ‘overspill’ relief to companies having 
trading income abroad which suffered overseas tax. 
The section itself covers three pages and the Schedule 
four more. 

Shell Petroleum claimed some £18 million relief for 
` 1966-67 in respect of the overseas tax of two sub- 
sidiaries, Shell Eastern and Shell Company of Qatar, 
while on the Crown’s interpretation of the statutory 
provisions, something under £12 million relief was due. 
The Special Commissioners dismissed Shell’s appeal. 

Last week Mr Justice Buckley also dismissed the 
appeal, holding that the Special Commissioners’ 
decision was correct. With a difference at stake of some 
£6 million for only one year, it will be surprising if 
Shell does not go to the Court of Appeal. 


SET on Repair Establishment 


A of the Court of Appeal on Tuesday of 
last week will involve a company in the payment of 
some {100,000 of selective employment tax (Secretary 
of State for Employment and Productivity v. Fisher- 
Bendix Ltd). 

The company made washing machines at a large 
factory in Liverpool, and sold them to wholesalers 
. who in turn sold them to retailers, who sold them to the 
public. The company also provided an after-sales 
service, with establishments for this purpose in several 
large cities. For instance, at Cardiff there was an office 
with a team of 12 engineers headed by a technical 
supervisor. For the most part the engineers repaired 
‘machines which had already been installed. In fact, 
they spent all their time going out to homes of people 
who had bought washing machines. 

The company argued that the activity of repairing 
these machines came under minimum list heading 
349 (3) of the Standard Industrial Classification as 
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'repair work. If that were right, the company was 
entitled to a refund of SET. 'The Crown argued that the 
work came under heading 820 (5) as the ‘repair of ... 
domestic appliances', and therefore no refund was due. 
The two lay members of the Industrial Tribunal found 
for the company; their legal chairman dissented. In 


‘July 1969 the Divisional Court reversed this majority 


decision of the ‘Tribunal. The Crown has now appealed 
successfully to the Court of Appeal. 

' Lord Denning, as reported in The Times of March 
25th, said that when the Tribunal was divided in 
opinion, the Court should treat the question as open. If 
the Court favoured the minority view, it should not 


_ hesitate to accept it. The dissenting judgment was just 


as likely to be right as the majority one, and where it 
was given by a man of quality, more likely. The head- 
ing 820 (5) — ‘repair of domestic appliances’ expressly 
covered the case. The company’s establishment at 
Cardiff had, for its main activity, the repair of domestic 
appliances; therefore the company was not entitled to a 
refund of tax. | | 

The company obtained leave to appeal to the House 
of Lords. EE 


Surtax on Unreceived Income 


T was once said by Mr Justice: Rowlatt that in 

income tax, receivability without receipt was nothing. 
'This broad statement, is however, subject to provisos. 
One of them was brought out by the recent judgment of 
Mr Justice Megarry in Spens v. CIR. 

Mrs Spens's grandfather made a voluntary settlement 
in 1932 on her and her sister. Mrs Spens took a life 
interest on protective trusts with a power to appoint 
by will to her children or remoter issue. She had one 
son, David, born in 1940. In 1952 her father made a 
similar settlement in favour of David and such of his 
issue as the trustees should, within 21 years of his 
death, appoint, with an ultimate trust back to the 1932 
settlement trustees. Later in 1952, those trustees, in 
purported exercise of their statutory power of advance- 
ment, transferred to the 1952 settlement investments : 
worth £20,000 to be treated as part of the 1952 
settlement. 

Since 1952 the income qf the £20,000 had been paid 
to or for the benefit of David, who was not a life in 
being in 1932. Consequently the trusts of 1952 were, 
as regards the advanced {20,000 fund, void for per- 
petuity. It follows that the income of the advance fund 
was not the income of David, but of Mrs Spens who was 
accordingly assessed for the years 1955—56 to 1959-60. 

Mrs Spens appealed, the appeal being based upon 
an order of Mr Justice Cross in 1960 under the 
Variation of Trusts Act 1958 which approved an 
arrangement varying the 1932 trusts by dividing Mrs ` 
Spens's settled share into three unequal parts: one held 
in trust for Mrs Spens absolutely; one to provide 
indemnity against estate duty; and the third on the 
trusts of the settlement, except that the power to : 
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appoint by will was extinguished and replaced by a 
power to appoint by deed within five years. Mrs 


Spens contended that the order, made on the basis that | 


the advancement in 1952 was valid, bound all parties 
and' precluded an assessment upon herself. The 
Revenue argued that even if there were an estoppel, it 
could not affect Mrs Spens’s liability to surtax as 
existing before the order was made. 

It was also contended by Mrs Spens that, apart from 
trading profit, surtax was payable only on income 
actually received (Dewar v. CIR (xo ATC 198)), but 
the Revenue replied that in Dewar’s case no identified 
income had come into existence. In the present case 
the income was received by the trustees, and for surtax 
purposes was the beneficiary's. Megarry, J, said that 
this argument of the Revenue was unanswerable. 

Turning to estoppel, his lordship said this was 
‘issue estoppel’, not ‘cause of action estoppel’. Mrs 
Spens argued that it was implicit in the order of Cross, 
J, that income had been properly applied and the 
parties were debarred from saying otherwise. That, 
in his lordship’s view, was an unreal concept. An 
order under the Variation of Trusts Act 1958 seemed 
unlikely to form a stable basis for estoppel per rem 
judicatam. It was the arrangement and consents which 
varied the trust, not the Court. Besides, the validity of 
the 1952 advance was never in issue and never before 
the Court. Therefore there was no estoppel and the 
assessments were upheld. 


Revenue Statistics 


RUE to the promise in the annual report, the 

Inland Revenue has now made available in a 
separate publication the statistical information pre- 
viously included in the annual reports, as well as some 
new information. The new book being quarto in size, 
the tables are larger and easier to read. The Statistics 
and Intelligence Division of the Department is to be 
congratulated on a most useful production, which 
extends to over 200 pages. 


: The various tables have been grouped in five 


sections: taxation; income; survey of personal in- 
comes; capital; and valuation. Among six newcomers 
in the tables is one showing professional earnings from 
private practice in the year ended April sth, 1967. This 
indicates that in the accountancy profession there were 
11,437 individuals in private practice, each on his own 
account, with aggregate earnings of 12,177,000. 
There were also 3,998 accountancy partnerships 
comprising 12,389 partners and earning an aggregate 
ot £37,082,000. Seventeen’ of those in individual 
practice earned more than {25,000 each. Of the 
accountancy partnerships, 283 had earnings of over 
£25;000, shared among 1,835 partners., 

- Over 4,000 individuals in private practice on their 
own account as accountants earned less than £250 
and another 1,500 less than {500. These must pre- 
sumably be part-time practices. More remarkable are 
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the 2oo punah which earned less than £2 so. and 
which averaged three partners each. . . aon 

It is interesting to'compare the accountancy. statistics. 
with those for other professions. In the top ranges of 
income, accountants were well to the fore; much more 
so, for instance, than doctors, but not so much as 
lawyers. 'T'wenty-six individuals in the law earned over 
£25,000 each; none over £100,000. There were Io 
partnerships, presumably solicitors, earning over 
£100,000 and having 131 individual partners. These 
131 shared between them £2,453,000 — an average of 
something under £19,000. It is clear, however, that. the 
incomes of top people in the professions do not com- 
pare very favourably with earnings of many company: 
directors or of chairmen of the nationalized boards. 

As early as 1958-59, some 2,600 individuals had 
Schedule E earnings of {10,000 and upwards and 
shared £59 million between them, or an average of 
some {15,000 per annum. By 1966-67 the number of 


individuals having Schedule E earnings of {10,000 |. 


and upwards had risen to 7,000. In 1967-68 there were 
still 7,000 persons in this range but this time they 
shared £103 million. 


Cost of Living in Ireland 


THE official consumer price index in Ireland at. 
mid-February was 1094. compared with 107:6 at 
mid-November last, a rise of 1:8 points in the quarter. 
More. important is the fact that the figure stood at 
100 in mid-November 1968, when the base was revised. 
At that date the index in terms of the previous base 
was 203, or approximately double the new figure, so by 
comparison with the 1968 average of 200 points the 
increase is just I9 per cent. 

The upsurge in the CPI, or the cost-of-living index, 

as it is popularly described, has been unprecedented, 
in the recent past. Established at a base of roo'in 
August 1947, it was unchanged three years later iin, 
August 1950. By 1955 it was 128 (an increase of 5:6 
per cent per annum), by 1960 it was 146 (an increase 
of 3:6), and in 1965 it was 181 (an increase of 7 per cent). 
Three more years to 200 in 1968 gave an average of 
6-6 per cent. 

'The.official Gorenari outlook at the commence- 
ment of 1970 was that a ceiling of. per cent should be 
placed on wage increases for the year but recent de- 


‘mands, in particular the cement workers’ claim for £7. 


per week, have tended to confound this forecast.. The 
next quarterly figures will be awaited with interest... 


Irish Banking Dispute 


HE dispute in the Republic of Ireland between the 
Irish Bank Officials Association and the banks’ 
Standing Committee has taken a sudden turn for the 
worse. The IBOA based their claim for immediate 
revision of the current agreement, due to expire on 


418 


June 30th, on. the grounds that ‘extraordinary cir- 
cumstances’ — an unusually severe increase in the cost 
of living — had arisen, but a special arbitration tribunal 
set up by the Joint Industrial Council for Banks did not 
E their claim. 

. The IBOA, which represents nearly. 7,000 officials.in 
goo branches, decided. to’ continue their protest by 
refusing to work after 4 p.m., the effect of which has 
been to reduce opening hours to two and a half per day 
and cause a pile-up of arrears of work calculated as the 
equivalent of 13 days. 

Last week the Banks' Staff. Relations Comraittee took 
strong action. They decided to cut the salaries of the 
officials by 25 per cent, and to employ them on a day- 
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to-day basis. T'he IBOA replied indignantly that this 
punitive action was deeply resented and ill-advised, and 
that it was very doubtful whether the banks were 
acting within their rights. 

The Staff Relations Committee then struck back 
even more drastically. They informed the staffs that 
holidays would not be permitted to be taken for the 
duration of the dispute and staff accounts could not be 
óverdrawn in anticipation of salaries due to be paid on 
Tuesday last. 

If the dispute deteriorates further, the Republic's 
industrial finances may be in grievous trouble, as 
cheques held up in the Irish Clearing House last week 
were estimated at {230 million. 





' THIS IS MY LIFE 


Decision-making 


by An Industrious Accountant 


OME years ago I applied for a post advertised as 

‘Financial controller . . . seat on bcard envisaged’ — 
or some such description — and in due course arrived 
for my interview with fingers crossed. 

The managing director in person interviewed me. He 
liked to get the feel of a- prospective employee, he 
explained, man-to-man across the desk, in the privacy 
of a tête-à-tête, cards on the table and no punches 
pulled. His colleagues worked with him as a closely- 
knit team; he pontificated, with dynamic decision- 
making as their objective, and he judged newcomers 
essentially on their ability to reach the same high 
standard. 

: As he unburdened himself, over the morning 
coffee, of a longish explanation of his career, my 
interest and sympathy was aroused. He'd nad to over- 
come appalling obstacles in his fight to bring. his 
company to its present peak of success; he'd faced 
jealous fellow employees, suspicious seniors and 
limply lazy subordinates, all trying to drag him down. 


Still, he'd weeded out the dead wood over the years; , 


now all he needed for success was a team of self- 
starters, with initiative, drive and de-ermination. 

He was taking me step by step through my own 
career, when a nervous-sounding kaock on the door 
was followed by the entry of a aesitznt youngish 
character. ‘Sorry to intrude, sir, but you warned me to 
brief you at earliest’, ‘he said. "We've finally decided to 
accept Smith's quote for the furnaces'. The MD sat 
up straight and tense. ‘Not Smith's, not on your life" 


he snapped. 'His delivery dates are always unreliable; 
do a study on the other quotes — especially Brown’s’ 
He fumed for a moment after the door shut, then with 


| a murmured apology picked up his phone and dialled a 
number. ‘Morning, Richard’, he said, ‘how’re the talks 


going?’ A tired voice answered clearly: ‘We fought it 
out till 3 a.m. and came back at o, it said. ‘We decided 
to go another four bob and if they’re not satisfied they 
can so-and-so well walk out and be damned to 
them’. 

I thought for a moment the MD would explode. 
“You can’t do that, Richard, you just can’t’, he growled 
harshly. “You'll wreck the power-plant project if you 
do. Chew on it again and this time make it click’. The 
voice, startled, said something about agreed terms of 
reference but the MD was short and to the point. 

He recovered his urbanity and shot a couple of 
tricky questions about tax liability at me. One I knew 
and could answer; the other would have to wait for a 
careful study of the text in the section of the Act. He 
grinned. cheerfully about accountants being tradition- 
ally cautious and then produced his head office 
organization chart with appendices for the subsidiaries. 
Assuming his computer project got off the ground, he 
said, to whom would I recommend its supervisor 
should report? The MD, the production director, or 
the financial controller? 

The answer, I suggested, surely depended on the 
agreed short-term and long-term programmes, whether 
oriented towards optimization of stock levels, or 
product mixes or outstanding debtors’ balances, for 
example, or further down the road. Was there a 
feasibility report available? Or staff appraisal write-up? 

He said that on matters of principle, decisions should 
be prompt; I retorted that only a fool decided without 
knowing the fasts, or the probabilities. 

His telephone rang again ... ‘Make your own 
decision on the best girl for the job’, he answered. 
"Just forget, of course, that little Arabella’ s my niece.’ 

I didn’t wait any longer. | 
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Three residential courses on management information appreciation were held last week by The Institute of Chartered Accountants in 
England and Wales at the Hotel Metropole, Brighton. Among the subjects covered were management ratios and interfirm comparisons, 
long-range planning for profit, and management information systems and the computer. Some of the members who took part are 
pictured above. Top picture, /eft to right: Mr A. W. Blair, Mr H. A. Butt, F.C.A., a course director, Mr A. J. Merrett, F.C.A., and Mr D. 
Henderson, A CA Centre pictures. Left, /eft to right: Mr R. Wakerley, F.C.W.A., a speaker, Mr R. Oldcorn, BA A.C.LS., 
a speaker, and Mr D. S. Essex. Right. Left to right: Mr N. R. Davies, A.C.A., Mrs E. R. Adams, F.C.A., Mr W. C. F. Hartley, F.C.A., 
F.C.W.A. J.Dip.M.A., a course director, and Miss C. J. D. Stokes, A.C.A. Lower picture, /eft to right: Mr M. A. E. Hughes, a speaker, 


Mr D. B. Hale, A.C.A., Mr R. J. Briston, B.Sc (Econ ), A.C.A., a course director, Mr K. E. Critchley, A.C.W.A., Mr R. R. Carr, A.C.A., 
and Mr A. R. Baker, A.C.A. i 
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The Use of Elementary Mathematics 
in Accounting Problems 


Some Practical Examples 
by S. A. FREEMAN, F.C.W.A. 


E is surprising how often the elementary mathe- 
matics learned years ago at school — and almost 
forgotten — comes in useful in practical accounting 
problems. The examples given below are described, 
not because they are in any way unique or remarkable — 


`. in fact, they are extremely simple — but as the kind of 


thing that can arise so easily in real life, if one's mathe- 
matics is adequately accessible! Hence a plea that 
younger members of the profession and students 
should not regard their mathematics as a chore but 
something to be thoroughly mastered, knowing that 
it will bear fruit in some surprising and unforeseeable 
fashion. Mathematical pundits should read no further 


' —this article is not for them! 


Average rate of growth or increase 


Consider the following kind of information produced 
as part of a five-year forecast: 


Sales in Units 


Product 1970  lIQ7I 1972 1973 1974 
A T I,000 1,050 1,125 1,200 1,300 
B ¿a 2,000 2,040 2,100 2,100 2,150 
o «i 1,500 1,600 1,700 ‘1,800 1,900 
D ii 2,000 2,100 2,150 2,200 2,250 


What questions will a marketing manager — or general 
manager for that matter — ask on receiving such a piece 
of information? Surely it would be 'Are we fore- 
casting for adequate growth in the light of general — or 
specific to the trade engaged in — economic forecasts?" 
In order to answer this question, the simple yardstick 
of average annual growth is needed. This can be 
calculated from the formula for compound interest 
which it will be remembered is: 
A—P(1-4-r)' where A is the final end sum, including 
accumulated interest, P is the initial sum, and r, the rate 
of annual interest. It will be seen that A and P correspond 
to the first and last years of the forecast, and that from 
these r, the rate of annual increase, can be calculated. 
'The formula above can be recast: 


(1 += 
A 
1-+7 SS We 


r=" — I 


If this looks frightening to the non-mathematical, the 
use of logs makes the calculation very easy. Take 
Product A in the example above: 


A 1,300 

P- 1,000 

Logr3  -—o'139 
Log 1:32-4—0:0285 
(44/1°3) —1:068 


Hence r— T — 1:068 
Hence average growth rate is 6:8 per cent. 


Using a similar method, the average growth rates of 
all products are: 


A 6-8% (as above) 
B 1:895 
C 6:195 
D 3:o% 


'This portrayal may well lead to further questions as to 
whether sufficient effort is being put into Products B 
and D or whether in fact — depending on their profit- 
ability — they should be phased out. The point 
being made is that the necessary questions spring 
much more readily to mind once the average rate of 
growth has been calculated. 


Breakdown of an annual or period total into 
proportions with a regular growth rate 


This problem is almost the converse of the first, but 
again has arisen in real life. Suppose forecasts of sales 
have been made on an annual basis, but no further 
breakdown is available from the marketing function 
who say that there are no seasonal variations, and 
analysis into quarters is ‘about even’. Suppose, how- 
ever, that quarterly cash flow forecasting is essential 
because of the irregular incidence of tax payments 
and capital expenditure, how is the breakdown into 
quarters to be made if, in fact, sales are increasing at a 
known rate? 

The problem can be solved by using the formula 
for the sum to m terms of a geometrical progression. 
(There are other arithmetical methods but they are 
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cumbrods for- lengthier calculations.) This forma, 
it will be ‘remembered is: T se 2m 
7 = I A | 
CES. 
r-1 GE 
` Where S—the sum to n terms. ` 
. a=the first term | "ra 
. r==the incremental ratio 
In, the example we are going to use, S (the annual 
| sales). and 7 (the growth rate) will be known; hence if a, 
` the first term can be calculated, the other terms can be 
worked out from it. The formula can thercfore be 
`. recast in a more convenient form: 





9 Assume then an annual sale of {£5,000 witk à growth 
rate of 10 per cent to be broken down into quarters — 


. 5,000 (UI — I) 


— 


NUT I'1*— I 
Using logs: 
Log ri - =:o414 : 
Log 1: 1X4—:1656 S 
—164 | 
. $ooo(rri-r)- (5) 7 Ss 
1464-1 RE 464 
SE CH | E 
| 464 U | 
- Hence the four NEE will be: 
Ist à -— - £1,077 
2nd (1st-. 10 per cent) EE 1,185 
3rd (2nd-+-10 per cent) š; vas UE he. 1,304 
^ 4th (3rd+ 10 per SS, QE ms EE ce T4 7E 
| ; = . “£5,000 


- Another example of ihé'u use of this fórmula, is where 
sales of a product can be foreseen at the end of x years ` 


as [y,ooo with an anticipated growth rate of Z per 
cent. Sales for each year can then easily be calculated. 


Uses of. the mathematical properties 
, -of the straight line p Š 
Consider the following kind of problem. — 
A small department making. one product is ws 
to have expenses which vary roughly with production 
. = materials, services, steam, power, water — and others 
which do not — process. labour, repairs, supervision. 
. (N.B. - In real life the truly variable cost, and the truly 
fixed cost don't exist !) Given the kind of weekly data 
siyen below: 


wae 


) a Total direct cost 
" Output o (materials, services, 


units) labour, repairs, - 
; supervision). 
Week r .. 2 së goo ` 6,300, | 
--— sc 3» 409. . 9,000. “° 
"A PT soa Bb000 4. 2 8,000 p 
» 4755.75. TOGO ^ /,7350 - ` 
Um RN c See e 01,0707 790 i 
5 6i E Ze 1,200 ` | goo, 
B cd. uu vs s. e usos 6,850. 
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formula: 


OUPUT PER WEEK(100) _ 
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(à Mic any. welt: SE significantly: out" of 
' line? : 

' - (2) What is ‘the approximate lével of fixed. expenses? 

(3) What.is the approximaté variable cost per unit 

^J of output? |... o m=. 


"The: mathematical: pundit will tell you — I believe — 


that this problem:can be solved by’ regression analysis, 
but it can in fact be.solved using a piece of graph 
paper, and the rub properties of the: straight-line 


e y=mx-+e 
where y and äre | the two co-ordinates, m is the ratio 


of the gradient of the line, and c is a constant amount. 
If we plot the above gata we CES a graph like Figure 1.1 


Figure I x dx . e 


"E 





TOTAL COST PER WEEK 
| (£000's) 
If eub: costs varied exactly with-output, and ee 
costs were exactly fixed, ‘all plots would fall on . 
straight line? Where this line cuts the expense axis 
would be the level of fixed costs, and the ratio at any 
point on the line i 
(a) downto the expense axis; 
(bJ across to the point of intercept ori the expense 
axis; l 
' gives the variable cost per unit... 
Actually the points plotted do riot fall. cindy on a 
straight line — but most do. Drawing a line through 


A bm oe ëmm ` 


` I, 2 and 4 leaves 6 on oné side and 5 and 7 the other _ 


about balancing. ` x i | 


i 





i 


ERRATUM ` bie. m is 


` The position of point S ‘should be at n coo, 17000; not 49550: 


1,000 as shown. 
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But 3 is way out — and this clearly indicates that 
some exceptional expense must have occurred that 


week and calls for investigation. (Now -that you | 


know, you can see by looking at the figures that 3 1 
the offender but it's much clearer from the plotting.) 
Where the line through the plots cuts the expense 
axis is the level of fixed costs — about £2,000 per week. 
The variable cost per unit can be found by taking the 
output for any point on: ‘the line, and dividing this 
into the corresponding expenses, less the fixed costs: 


[6,000 — £2,000 


eg BoD 
[8,000 — £2,000 ,. 
S 1,200 =45 


This simple property of being able to plot output — 
or something which varies directly with it — against 
total costs, will often enable you to see the kind of 
thing thrown out above — or, possibly that there is no 


*. constant variable cost, or constant level of fixed 


expenses. Knowing this may save the sweat of looking 
for a relationship that does not exist. 

Another practical use of the mathematical properties 
of the straight line arises in the many cases where one 
product (A) is both sold and used as a raw material of 
another (B). The comparative economics of the latter 
product should, then be-the sales price of the first, 


. plus a conversion cost (including profit) from first to ` 


second. A simple graph on the lines of Figure 2 will 
enable the following! questions to be answered: 


(a) What price should be expected for product B, 
to compare with a price of £30 per ton for 
product A? 

(Answer: £38 per ton. ) 
(b) What price for product A 1s represented by Zoo 

. per ton for product B? 

(Answer: £83 per ton.) 


Figure 2 
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(c) Assuming that demand is up to capacity, we 
have a choice in a particular export market of 
selling A at £60 per ton, or B at £60 per ton; 
which is the more profitable? - 

(Answer: B — it is equivalent to £67 for A.) 


(In Figure 2 the basic data is: r ton of product B 
requires o*6 ton of A. Conversion cost of SE A 
to product B is £20 per ton.) 

A third example of this property is shown in 
Figure 3. Here a material is being sold in an export 
market at a constant cost.per ton for freight and 
insurance. C.if. prices vary considerably, and it is 
desirable to have a means of converting quickly f.o.b. 
to c.i.f. prices. The graph shown not only does this, 
but also converts f.o.b. prices in fs per long ton to 
c.i.f. prices in dollars per metric tonne. In the example 
drawn, freight and insurance are {15 per ton, and oe 
following kind of questions can be answered: 


a s c.i.f. price is represented by {50 per ton 
ie p TANE y P 


ou $155.) 

(b) What f.o.b. price is represented by $200 per 
metric tonne? 
(Answer: £70 per long ton.) 

(c) Which gives the better realization, £40 per ton 
Lob, or $150 per metric tonne? 
(Answer: $150 1s equivalent to has per long ton.) 


Figure 3 
‘100 
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Conclusion 


'T hose described above are by no means all the practical 
uses that may be found in real life for simple mathe- 
matics. They are set out here becàüse théy have been 
found. useful to the writer during the course of real 
issues and in the hope that it may lead readers to look. 
for opportunities to use the mathematics they have 
learned — whatever its stage.. xt TES 3 
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Replacement Price Accounting 


O firm will undertake the risk of producing goods 

to be sold under competitive conditions without 
the expectation that it will be able to obtain for its 
products a sum greater than the investment ard run- 
ning costs needed to produce the goods. This idea, 
applied to continuous business operations, appears to 
lead to the suggestion that replacement prices should 
be used for the representation in financial statements of 
assets on hand from time to time. For if goods are to 
be produced continuously, provision must be made, 
by way of charges against revenues, for the replacement 
of all assets used up in periodical production. | 

Accountants have taken varying positions on this 
matter of continuous operation. The champions of 
historical cost accounting have regarded income ac- 
counting as a process of cost amortization. Against 
periodical revenues, they say, there should be charged 
parts of the initial costs of assets used in periodical 
production. If the prices of depreciating assets were to 
rise subsequent to their purchase, the additional sums 
required to replace those assets are not to be provided 
by way of additional depreciation charges (and the 
consequential reduction of divisible profits). The 
replacement of assets is a matter of managerial choice, 
as is also the provision of funds to make replacement 
possible. Accountants, it is implied, should keep their 
hands clean of any involvement in what is strictly a 
managerial question. 

This view has been contested, particularly by mana- 
gers and directors, often in company reports and less 
often in other places. The primary objection has been 
on the ground that profits so calculated expose com- 
panies to taxation and possjbly to dividend payments 
which interfere with the capacity to replace assets 
which have risen in price. T'he view may also be con- 
tested on other grounds. If, for example, managers and 
investors are to know the extent to which the capacity 
of companies to replace assets is being maintained, 
proper indications of this should be embodied in the 
periodical financial statements. Supporters of the use 
of replacement prices believe that information of this 
kind is significant in forming opinions about the 
performance and prospects of. companies. For if à 
company's capacity for replacing assets is running 
down, investors and others would. presumably -take a 
less optimistic view of prospects than if that capacity 
were being maintained. — - P uei. dual 


by R. J. CHAMBERS 
Professor of Accounting, University of Sydney 


Example 


We shall examine these views more closely later in this 
article. But to illustrate the points to be made we first 
present an example of a form of accounting using 
replacement prices. We will in this case use an example 
which includes depreciating plant, as this 1s one of the 
kinds of assets most affected by. the change- -over time 
in replacement prices. 

Suppose A's position at EES 1st, IQXI, Were as 








follows: bw | 

| To F f 

B's equity .. Cash `: - 20 

(creditor) P 40 Debtors .. E 40 

A's equity .. ... 180. Goods on hand 60 
dÉ | Plant ii s 8o. 

Land i is 20 

£220 | £220 


Suppose the ámounts shown for goods on hand, plant, 
and land were their prices at January Ist, r9xi. 
Suppose the plant is expected to have a Die of four 
years and no scrap value at the end of that period. 
Suppose that A bought raw materials for £180. and 
used in production raw materials which cost £120; 
ànd that he sold products for £200. 

Given these figures and the balances of cash and 
debtors at the end of the year, A's position at the end 
of the year, calculated according to historical cost 
principles will be as follows : 








£ ` | £ 

B’s equity .. 40 Cash ET T 30 
Ais equity | Debtors i so 
January ist .. 180 Goods on hand .. 120 
Profit . 6o Plant (net of depre- | 
| ""' ciation £20) .. 60, 
Land . .. T 20 
£280 £280 








^ 


Now suppose the replacement prices at, December 
31st, 19d, were as Keen 


Ca 
Goods on hand I25 
Plant (as new). 120 
Land 25 


Debit entries Routt ee to be EE to give 


effect to these rises, in. replacement prices; debits im. 
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the amounts of £5, £40, and £5 respectively. The cor- 
responding credits would have to be made to some 
form of equity account; either the profit and loss 
account or, say, a replacement price reserve account. 
If these amounts are not to be available for distribution, 


and that is the intention, a direct credit of fso to a 


reserve account will be preferred, rather than an appro- 
priation from amounts first appearing in the profit and 
loss account. The closing entries in respect of the asset 
accounts will then be based on the adjusted (replace- 
ment price) balances. 

, The profit and loss account of A on the historical 
cost basis and the replacement price basis for the year 
would be as follows: | 


i Historical 





























| Replacement 
WW cost price 
Sales £200 £200 
_ Less Stock January ist .. 60 60 
Purchases $5 180 180 
Replacement price ad- | 
justment — .. .. 5 
Closing stock .. „> —I20 —125 
Cost of goods used S 120 —— 120 
. Depreciation . "T e 20 30 
. Net profit Sch - £60 £50 


The replacement price balance sheet of A would be: 





| £ £ 

B's equity .. bx 40 Cash s se x20 

A's equity ‘Debtors `. Sg 50 

January rst 180 Goods on hand .. 125 
Replacement price Plant (net of depre- 

reserve .. ^ 5o ciation £30) .. go 

Net profit H so Land ge d 25 

£320 £320 


Features of the system 


This method of accounting yields balance sheets in 
which the several assets and equities are represented 
in contemporary prices, and profit and loss accounts in 
which the charges for goods and plant services are 
based on such prices. The basic information used in 
adjusting the closing balances is specific asset price 
information. The method avoids the addition of 
magnitudes expressed in fs of different dates (and 
different purchasing powers), and it takes cognizance 
of certain changes in the prices of goods specific to 
each firm. In these respects it is superior to historical 
cost accounting. But it has other defects. 

First, it does not take explicit and direct account of 
the effects of changes in the purchasing power of the 
unit of account. Thus, under price-level adjusted 
accounting A’s balance sheet at December 31st would 
show A's equity of January 1st in the amount of £198 
if the rise in the general level of prices had been 
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IO per cent in. the year (see the third article in this 
series). In the replacement price balance sheet, the 
replacement price reserve performs a similar function 
in some respects, but it is not clear to what extent the 
movements in replacement prices exceed or fall short of 
the effects of movements in the general level of prices. 

'The more important defect, however, relates to the 
general purport of the method. There is one pre- 
eminent question. To what extent can the use of re- 
placement prices yield a balance sheet which shows the 
present financial position of a firm, that 1s, its capacity 


‘to engage in commercial operations at a given time? 


Suppose that A has a machine which cost £80; that 
its replacement price, new, is £120; and that one year 
of its expected four-year life has passed. Does the 
balance of Zoo (as in the balance sheet given above) 
represent A’s capacity to acquire other goods, or to 
borrow on the security of the machine? By chance or 
coincidence this balance may be the same as the resale 
price of the machine, but the way in which it is cal- 
culated has nothing to do with ascertaining the resale 
price. It is not the same kind of number as the numbers 
of £s shown for cash and debtors. Even though it is a 
contemporary number, it is not strictly able to be 
added to the balances of cash and debtors in order to 
obtain the gross or net command of. the firm over 
resources, or its capacity to engage in alternative 
commercial operations, at December 31st, 19x1. If we 
knew that the approximate resale price of the machine 
were £50, that number would be of the same kind as 
the balances for cash and debtors and the numbers 
could be added for the purpose of making any calcula- 
tions about future possibilities. The same line of 
argument applies to the replacement prices of other 
assets. A firm does not have, at any time, the amount of 
'money's worth' equivalent to what it would have to 
pay if it did not already have a given asset. Any 
calculation based on the assumption that it does will 
be misleading. Rates of return, debt to equity ratios 
and similar foundations of judgement will be incorrect 
if calculated on replacement prices. 

It may be objected that business managers and 
investors are not concerned with the kind of compari- 
son with alternative opportunities which we envisaged 
when we referred to 'alternative commercial opera- 
tions’. Some will say it is aamatter.of common observa- 
tion that firms do go on producing the same kinds of 
goods and therefore must have in contemplation the 
replacement of the same kinds of plant and other 
assets. It may be said that the actions of individuals 
and managers and business firms are characterized by 
inertia, are habitual rather than exploratory and directed 
to seeking out the best alternatives. None of these 
arguments, however, can be held as arguments in favour 
qf the use of replacement prices in periodical reports. 

` For, first, alshough a firm may at one time intend to 
replace an asset with a similar asset, that intention may 
be abandoned if subsequently the technology, the 
other interests of the firm, or changes in the relative 
prices of the goods it does produce and could otherwise 
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produce, make it worth while. Present intentions are 
always limited by present knowledge and expectations. 
The intention to replace is thus an ephemeral incident 
in the affairs of a firm, and 1s consequently a poor basis 
for writing its on-going financial history. 

Secondly, the fact that there is an appearance of 
habitual behaviour is no ground for supplying infor- 
‘mation which seems to conform with the habit. The 
object of any information system is to provide signals 
which may cause its users to re-examine their present 
habits or intentions, not to supply information which 
presupposes that intentions are already fixed. 

Thirdly, we may not fall back on the carelessness or 
indifference of some people or many to the signals 
produced as a reason for not producing the clearest 
and fullest possible factual information. The whole 
enterprise of producing information is predicated on 
the utility of that information to deliberate and alert 
users of it. Rational and informed action is pre- 
supposed. We are not at all concerned with whether a 
given manager or investor reads tea-cups or the stars 
or tosses coins or practices other forms of divination. 
We are concerned only with the production of infor- 
mation which is or can be used in forming reasoned 
and informed judgements. 

- Fourthly, although it may seem that some firms go 
on producing the same goods, much greater numbers of 
firms change the composition of their outputs, or the 
style of their products, or the modes of production 
they employ. There is much greater fluidity in the 
combination of services and resources used than the 
gross or superficial appearances might suggest. It is 
not, therefore, improper to suppose that the general run 
of business behaviour is, in fact, more adaptive than 
the suggestion of habit or interia entails. Analysis of 
the changes in products and methods of almost any 
firm over such a short period as one year will reveal 
more occasions for choice between alternatives than 
those major changes which become public knowledge. 


H 


Production variation 


At the beginning of this article we noticed that goods 
will continue to be produced only as long as their 
proceeds are expected to be greater than the replace- 
ment prices of factor inputs. This applies both to the 
community at large and to,particular firms. But the 
'expectors' are not the same in both cases. Some firms 
wil find profitable the production of some goods 
which other firms do not expect to be profitable. So 
that what the community (via certain producers) finds 
it feasible to produce, other particular firms do not 
find feasible. Further, although a given firm may expect 
production of a given good to be profitable, it may find, 
sooner or later, that its expectations are disappointed. 
There is no principle or reason by which the right of 
any such firm to go on producing what it set out to 
produce can be sustained. There is therefore no reason 
why any firm should maintain its capacity to replace 
the producers! goods (materials and plant) required to 
produce any part of its current production. 
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Indeed, the attempt to do so-may hasten its demise.’ 


Suppose that a firm buys an asset for {100 from which 
it derives a revenue of £40 per annum; and suppose 
that the asset has an expected service life of five years. 
Now suppose that the replacement price of the asset 
rises to £150 without any rise in the revenue. 'This is 
quite possible, for the suppliers of services which 
compete with those of the firm's asset may be much 
more efficient economically. If the firm charges £30 
per annum for amortization of the replacement price, 
its net profit will be {10 per annum on an equity of 
£150. It is unlikely to sustain the interest of its owners 
at that rate of return, or indeed to sustain the confidence 
of its customers in the continuous supply of its services. 

Proponents of the replacement price system generally 
have an answer for this kind of case.t When the replace- 
ment price is such that replacement is unlikely, the 
net realizable value or market resale price is to be used. 
This compromise opens the whole question. For 
presumably the market price is then relevant to the 
choice among alternatives. But the choice among 
alternatives cannot be supposed to arise only in this 
case. It is not only the firm whose business is declining 
in some respect which is confronted with choices. 
Growing and prosperous firms, those able to take 
advantage of the latest developments in technology, are 
just as much concerned with choices, e.g., between 


existing plant and more efficient plant, between existing ° 


materials and more economical materials. No firm 
knows, in principle, when a more efficient factor of 
production will become available, or when shifts in 
relative prices will make an existing factor preferable 
to the factors presently employed. There is therefore 
no occasion when the replacement price of factors 
presently held is of consequence in a representation 
of present financial position or capacity for commercial 
action in general. 

Rather than rely on this general line of argument, 
we choose to examine some particular situations in 
which it might be supposed that accounts based on 
replacement prices are serviceable. 


Some tests 


Consider the case of the firm used in our main example. 
And suppose it zs concerned to replace its plant at the 
end of its four-year hfe. And suppose that it has 
charged the revenues over the life of the plant with the 
full amount of the replacement price at the end of the 
fourth year, and has distributed only the net profit 
remaining after these charges. As the plant account 
runs down some other asset account will be increasing. 
If. the increase is occurring in the cash and debtors’ 
balances, it is quite clear that by using these balances 
at the end of the fourth year the asset could be replaced. 
But to accumulate such balances yielding no profit 
is not likely to commend itself. The balances are 
likely to be accumulated in some other kind of asset. 


! For example, the Amsterdam school; and recently L. R. Amey, 
The Efficiency of Business Enterprises, Allen & Unwin, 1969, p. 9o. 
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And the only condition under which the plant could 
be replaced, notwithstanding the provisions made, is 
that the resale price of that other asset or assets is at 
least equal to the replacement price of the plant! 
Consider a different circumstance. At December 
31st, 19x1 the balance of the plant account stood at Loo, 
Suppose that at that date a new machine becomes 
available at £130, somewhat more efficient than the 


machine presently held. Could the figure of {90 be `` 


used in any calculation indicative of whether (a) the 
firm is able to buy the new machine, and (5) whether 
it will be preferable to hold the old or buy the new? 
The figure can be used in neither case. As for the first 
question, it can only be found whether the firm has 
the means, or by what action it can acquire the means, 
of buying the new machine by reference to resale 
prices or cash equivalents of its assets. 

The illustration of the answer to (5) 1s a little more 
involved. There will first need to be calculations of the 
present values of the net proceeds of using the present 
machine and the new machine up to the same time 
horizon, including the proceeds of reinvesting cash 
surpluses where the expected lives of the two machines 
differ. From these present values there must be deduc- 
ted the cash it is presently necessary to lay out to 
obtain the proceeds above mentioned. In the case of 
the old machine. this is the cash equivalent or resale 
: price of the machine. This is the cash which is fore- 
gone to obtain the net proceeds of using the old 
machine. 

In the case of the new machine it is the price of the 
new machine. But if the price of the new machine 
exceeds the resale price of the old machine, the differ- 
ence must bé borrowed or. otherwise financed. The 
present value of the net proceeds of using the new 
machine must therefore be diminished by the present 
value of the financing costs of the difference between 
. the resale price of the old machine and the purchase 
price of the new. All the calculations necessary to 
obtain the final net present values of the two alternatives 
have been described. Yet nowhere is there reference to 
the replacement price of the old machine! 

Consider yet a further circumstance. Suppose there 
occurs to A the possibility of abandoning his present 
business and investing the proceeds otherwise. Note, 
we do not suppose that he is going to abandon the 
present business; we suppose only that he wishes to 
know what is otherwise possible. To know what income 
from other sources he may derive, he must know the 
amount he can invest in those other opportunities. 
This can only be obtained for a going concern by 
deducting from the sum of the resale prices of his 


assets the amount of his present liabilities. Replace- ` 


ment prices do not enter into the calculation. 
Consider yet another circumstance. Suppose the 
business which is the subject of our main example is a 
corporate business, A Ltd. And suppose the share- 
holders of A Ltd wish to judge between investments 
in A Ltd and some other company, say C Ltd. Suppose 
the replacement prices of the assets of A Ltd are 
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rising and the replacement prices of the assets of C Ltd - 
are constant or rising less rapidly. The rate of return 
of A Ltd will be less than that of C Ltd both because 
the value of the assets in the denominator is propor- 
tionately greater, and because the charges against 
revenues will be greater and the.amount of profit in the 
numerator will therefore be proportionately smaller. 
Shareholders will prefer to invest in C Ltd. | 
Seeing this disadvantageous position of A Ltd, its 
managers will be obliged to seek ways of improving the 
rate of return. One such way is to find substitutes for 
the assets whose replacement prices are rising. In 
short, the use of figures which are based on the inten- 
tion to replace, gives rise to a situation in which replace- 
ment is not the appropriate action. As an indicator 
of the future possible actions of the management of 
A Ltd, the accounts would therefore be misleading 
and, as an indicator of the minimum amount which 
could be freed, by liquidating A Ltd, to invest 
otherwise, the balance sheet of A Ltd would be 
misleading. 


d 
Conclusion 


It is worth noting that in the circumstances considered 
the only case in which replacement price is actually used 
is when the replacement of an asset is under considera- ` 
tion. In this case replacement price is' no different in 
principle from the price of any asset different in kind 
or function from the asset already held. It is simply 
the price of a good which the firm does not now hold. 
Although it is a contemporary price, it is not the price 
appropriate to a description of the asset which the 
firm does now hold, or appropriate in a statement 
purporting to represent the present financial position, 
or capacity for commercial action in general, of the 
firm. The so-called replacement problem’ is strictly 
no different from any ‘new investment’ problem. 

The replacement price system entails some notion 
of maintaining intact a given set of capital goods: 
But this notion of ‘maintaining capital’ has long been 
held to be an inadequate and misleading notion. 
And it is certainly inconsistent with the observable 
shifts in methods of production and in the composition 
of production of business firms. If the maintenance of 
capital is a test of whether or not a profit has been 
earned, or a base from which the amount of profit or 
loss is deduced, capital can only be understood in. its 
general or collective sense; that is, as. the net amount 
of the monetary equivalents of a present collection of 
assets and external equities. This is the only sense in 
which the respective positions and performances of 
different firms can have a commonly rispa and 
comparable meaning. 

We do not deny that replacement price accounting is 
in some respects superior to historical cost accounting, 
nor that it gives a somewhat better indication of finan- 
cial positions and results. Dut our examples show that 
its products lack: the. close connection with the cal- 
culations necessary to-choice which we are eee to 
expect of an accounting system. m 
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Taxation For Executors and Trustees 
Second edition, by ANTHONY R. MELLows. 

Butterworth, 365. 

'This book follows chronologically the paases in which an 
executor and trustee may be concerned with income tax 
and capital gains tax in settling the dececsed's personal tax 
liability and administering the estate and, if there is a trust, 
in administering the trust and distributiag the trust fund. 
The new edition follows the general pattern of the first 
edition but, in response to various requests, a new chapter 
kas been included on trusts with a foreign element. This 
makes a useful addition to the book. T'he law is up to date 
to the end of July 1969 and so includes the relevant pro- 
visions of the Finance Act 1969. 

Most textbooks on fiscal subjects, whether introductory 
or definitive, content themselves wit: setting out the 
relevant law. In this work the author gces further and, in 
an expanded chapter entitled ‘Doing the best for the 
beneficiary’, discusses various methods of mitigating 
taxation. This chapter alone is worth the price of tae book. 


Tax Appeals 
by PauL W. DE Voir. 
Butterworth, 50s. 


This work is intended for accountants and lawyers and the 
layman ‘who becomes enmeshed in the unfamilizrities of 
tax litigation, whether as appellant or as witness’. It deals 
with income tax, including surtax, co-poration tax and 
capital gains tax; and has a separate chapter on selective 
employment tax because of the rather different procedure 
involved in this type of appeal. 

The subject of the book mag be considered by some to 
be not of the most refreshing variety, but the author has 
succeeded in impressing his personality on every page so 
that the work is thoroughly live and interesting. Thus, the 
reader is advised not to address the Inspector of Taxes at 
an appeal as ‘Inspector Smith’ since he is not a police 
officer! 

The work is neat, particularly well arranged and a 
veritable storehouse of practical information. 


Company Law Through the Cases 
Second edition, by H. R. Hauro. 


Juta & Co, Cape Town, hardback E.».50, paperback 
R.8.75: Sweet & Maxwell, hardback 96s. 


This is a collection of leading English and South African 
cases on company law (excluding judicial management and 
winding up) together with explanatory nctes and comments. 
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The author is Director of the Institute of Comparative and 
Foreign Law, McGill University, Montreal; Professor 
Emeritus, University of the Witwatersrand, Johannesburg, 
and Advocate of the Supreme Court of South Africa. The 


first edition, published in 1958, was intended for students of 
-commerce and accountancy and practising accountants and 


lawyers. It received a good reception and there ts no reason 
why the new edition should not do likewise. 

To know the case law on a particular subject is to know 
the law thoroughly, and this is one of the reasons for the 
work. The book is divided into chapters dealing with such 
subjects as capital, shares, members, directors, etc. Each 
chapter is then divided into sections which start off with a 
modicum of discursive text, followed by cases on the sub- 
ject-matter of the text, and later by notes on the cases. 
Altogether some 350 cases are dealt with, a large number of 
which are English cases. The value of the work to an 
English accountant or lawyer lies largely.in its classification 
of cases on company law and the bringing together of so 
many summaries within a single volume. 


The Export Trade: the Law and Practice ~ 
of International Trade 


Fifth edition, by Cep M. SCHMITTHOFF, LL.D. (LOND. VF 
LL.D.(BERL.), M.I.EX., Barrister-at-law. 


Stevens, £5 ros. 


This work is well known as a most authoritative and com- ` 
prehensive treatise on the law and practice of international 
trade. The author is a recognized authority in this field,. 
and as adviser to the United Nations helped to prepare 
the report which led to the creation of UNCITRAL, the 
United Nations Commission charged with the’ task of 
promoting the progressive harmonization and unification of 
the law of international trade. 

The new edition presents the law of international trade 
in the light of recent changes. The chapter on finance of 
export takes full account of the Uniform Custom and 
Practices for Documentary Credits 1962 and the Uniform 
Rules for the Collection of Commercial Paper 1967, and 
contains a new section of merchant finance for exports 
which includes the treatment of non-recourse finance, 
factoring services and international hire-purchase. 

Even the potentially revolutionary effect of container- 
ization is fully considered, the section on carriage by air has 
been recast and the chapter on export credit guarantees 
has been brought up to date. In insurance the transit 
clause, incorporating the warehouse to warehouse clause, 
and the modern emphasis on all-risks insurance are 
discussed. 

The work is written for Even as well as lawyers and 
no exporter should be without a copy. 


Hire-purchase and Other Credit 


. Transactions 


Fifth edition, by W. D. PARK. 


‘Solicitors’ Law Stationery Society, 46s. 


This is one of the Oyez Practice Notes, a series of booklets 
designed to provide practical assistance in dealing with 
questions which frequently arise, but the answers to which 


are not otherwise readily accessible. The Hire Purchase 
Act 1965 brought within the scope of its provisions certain 


agreements.which would not ordinarily be classified as hire- 


purchase agreements, such as the conditional sale agree- 
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ment, and the field has been complicated by hiring and 
credit sale, to say nothing of budget accounts and personal 
loans, so that sometimes it is difficult to see the wood for the 
trees. The work explains the different types of agreement, 
notes the relevant statutory provisions, sets out the rights 
and duties of the parties under the agreement, and deals 


with the breach, termination and enforcement of agree- 


ments. Appendices contain a number of useful forms. The 
work is easy to read and contains a mine of useful informa- 


_ tion within its 240 pages. 


The London Discount Market 
by W. M. SCAMMELL. I 
Elek Books, 845. 


This is one of a series of major studies of British financial 
institutions prepared by this publisher, and the volume is 
particularly welcome since there has been no major study 
of the discount market since the late Mr W. T. C. King’s 
authoritative history which takes the reader only up to the 
First World War. Professor Scammell’s study inevitably 
covers much of the nineteenth century material examined 
by Mr King, but the need for a comprehensive study of the 
market makes this essential. 

It is perhaps to be regretted that Professor Scammell 
did not extend his discussion of the post-First World War 
period, and deal in more detail with the role of the discount 
market in the Government’s cheap money policy; nor is 
there much reference to the Radcliffe Committee’s views 
on the banking system generally. Nevertheless, this is an 


important study which for undergraduate students who are 


specializing in banking will become a standard work. 
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LETTER FROM AMERICA 


FIFO to the Rescue 


from Our New York Correspondent 


VVEEN business is bad, conventions that seemed 
fair enough in prosperous times come under 


severe scrutiny. The steel industry, which normally : 
: suffers more than any other in an economic downturn, 


recently provided another example of how this prin- 
ciple works. 

The Allegheny Ludlum Steel Corporation, less 
massive but no less adventurous than other members 
of Pittsburgh's heavy-industry fraternity, has an- 
nounced its decision to switch from Lo to FIFO. if the 
Internal Revenue approves the change. The effect would 
be to increase the company’s tax bill by nearly £3 
million in 1970 — because of the 'extraordinary in- 
crease' that would be shown in profits during this 
period of continuing and damaging inflation. To 
cushion the impact of the change, the company has 


requested permission to spread the added tax burden 
over the next ten years — thereby further strengthening 
the 1970 outlook for its after-tax earnings... 


No surprise | 
Ludlum's decision wil cause no surprise among 
British or Canadian accountants. To them, the 
Anaconda case of 1956 left little doubt that tax as well 
as accounting considerations usually favoured the 
FIFO method of inventory valuation. In the United 
States, by contrast, the tax authorities have long. 
accepted the L4FO alternative, although requiring that a 
firm opting for it for tax purposes opt for itin the - 
financial accounts also. - 

In the days when the dollar seemed inflation. BEZ 


abis difference of practice had a merely theoretical 
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interest. Inventories could be shown at first or last 
values without significantly altering the dollar total 
or the income derived from processing them for-sale. 
Now, with inflation running at 5 per cent or more 
annually, the situation has become more disturbing. 
As reported in these columns on August 23rd, 1969, 
the Executive Vice-President of the American Institute 
of Certified Public Accountants (Mr Leonard M. 
Savole) pointed to the possibility that 'changes in the 
general price level may become so great that conven- 
tional statements would lose much of their significance’. 


Straw in the wind 


The action taken by Ludlum is no more than a 
straw in the wind. But mineral and other companies 
have already taken to giving supplementary statements, 
as recommended by the American Institute's Account- 
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ing Principles Board, to inform stockholders on the 
effect of inflation on their. company's financial results. 
When applied to specific questions, such as the valua- 
tion of inventories, the outcome can be even more 
striking than when shown ‘for information only’. 

In the United States, the steel industry is well- 
known for its readiness to take a new tack in accounting 
matters. In some cases, it has been pilloried for so 
doing — as when one of the largest companies added 
millions to its profits by refunding and revising its 
method of contribution to its employee pension plan. 
It bas also, again without increasing its tax payments, 
raised its apparent profitability by switching from 
accelerated to straight-line depreciation in its financial 
reporting. The proposed change in inventory account- 
ing may also be criticized on grounds of hard economic 
realism. But perhaps it offers the prospect of greater 


_ transatlantic consistency within the profession? 





Who Were the Contractors? 


A Personal Problem of Practice v. Theory - 


A a university lecturer, and therefore a professional 
setter of examination questions, I am often criti- 
cized by accountants for setting 'theoretical' and not 
*practical' questions. While it is possible to appreciate 
that there are differences between so-termed theoretical 
and practical questions (but not thereby admitting 
that ‘theoretical’ questions are in any way inferior), 
it has always séemed to me that the differences are so 
marginal as to be of no significance when the principal 
artificiality of virtually all examination questions is 
. considered. < 

This artificiality is that ip examination diese it 
is always necessary to provide the data or information 
required for the problem to be solved, and that the 
` actual problems. which would- arise in practice of 
obtaining this data and information are ignored. On 
the whole, this must always represent an insoluble 
problem, for to provide ‘examination firms’ or 'situa- 
tions’ for examinees to work on is impossible, parti- 
cularly as a few hundred identical firms or situations 
would have to be provided for each examination. 

No doubt it is this ‘information gathering’ aspect of 
accounting work that has led to many accountants being 
concerned with ensuring that training for the profes- 
sion is what they term ‘practical’. The unfortunate 
aspect of this i is not that they are wrong in demanding 
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‘practical’ training but that often they seem to want 
such training at the expense of the theoretical side of 
accounting education — the area where the skill is 
developed of handling the data and information so 
obtained and which gives accountancy its professional 
status. 

The following events, which occurred to me, seem 
a neat illustration of the problems that can arise in 
obtaining information, while at the same time empha- 
sizing the need for professional knowledge. In fact, I 
was lucky that the point at issue was solved in a rather 
non-professional way, but if this had not worked then 
theoretical considerations would have become of great 
practical significance. 

Through a professional organization to which I 
belong (not an accounting body), I received a circular 
advertising various domestic goods at generous dis- 
counts. 'The name of the firm as given on the circular 
was, let us say, Brown's of Fulwood, Fulwood being 
a town about 20 miles distant. Included in the goods 


advertised was a radio at a cash-and-collect price of 


£37, this price being £8 less than the list price. I 
telephoned Brown's of Fulwood at the number given 
on the circular to ask if they had such a radio in stock 
and was told that they could get one in about two weeks, 
but I would have to pay them £37-immediately with 


490 


my order to obtain the special price. I agreed to this 
and next day through the post received an invoice for 
the radio, the invoice being headed Brown's (BSF) 
Ltd. A crossed cheque for £37 was made out with this 
company being named as payee and sent off with the 
invoice. Within a few days the invoice was returned 
duly receipted and I sat back to wait for the radio. 

After two weeks I telephoned to see if the radio had 
been received, and upon being told that this was so, 
went to Fulwood by car (the only practical means of 
getting to the place) to collect it. However, upon close 
examination it was apparent that the radio was not 
new; the assistant agreed that this was so, assuring me 
that there must have been a mix-up between a radio 
returned to the manufacturer for repair and the order 
for my new radio. The assistant apologized for the 
mistake and said that Mr Brown would be visiting the 
manufacturer the following week and would pick up 
a new radio and send it by post to my home address. 


Evasive replies | 

I waited a week or so and telephoned again to see 
what was happening and was told that the radio had 
not yet been obtained. After this, various evasive 
replies were given whenever telephone inquiries were 
made. Át one point it had been dispatched to me by 
` post; when it had not arrived after a week it was then 
said that it had been sent by British Road Services and 
was obviously delayed as at that time British. Road 
Services had a strike on their hands. Some time after 
the strike was over the radio still had not arrived, and 
the story altered to one of the radio having been 
dispatched by the manufacturer to Fulwood by BRS 
and Brown's not yet having received it. 

During the latter period Mr Brown was not often 

available at the other end of the telephone and eventu- 
ally I told the assistant that I did not want the radio 
because of the delay, and would they please return thé 
£37. Again a delay of two weeks occurred without 
money or radio appearing, so once again to the tele- 
phone to tell the assistant that unless I received the 
money within seven days, legal steps would be taken 
to recover it. | 
— At this point I had no idea what steps I could or 
should take legally to recover the money and certainly 
did not want to incur solicitor's charges for nasty 
letters to recover a mere £37, so I was really only 
bluffing. However, despite the shortness of my tone 
and the threat of those fearsome ‘legal steps’, no money 
appeared within the magic seven days and I was left 
with having to make the next move. 
- A colleague advised me to issue a writ for the money, 
something which could be done without going through 
a solicitor, but with vague memories of contract law 
floating around I wondered whether if, in fact, it came 
to a Court case it could be proved that notice of ter- 
mination of the contract had been given. After all, the 
content of the telephone conversations which had taken 
place could not easily be proved. - —— - : - — 
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I therefore decided to write a letter terminating the 
contract and asking for my money back, sending it by 
recorded delivery for good measure. However, because 
of the long time interval involved I had mislaid the 
receipted invoice, and the letter was addressed to 
Brown's of Fulwood, the name on the original circular. 
Only later did I remember that the receipted invoice 
carried a different name from that on the circular. This 
then left me in doubt as to whether the contract should 
have been terminated with Brown's of Fulwood or the 
company whose name I had forgotten. To try to as- 
certain the name of this company I first looked in the 
telephone directory, but what I found there only 
created more confusion, for against the telephone 
number and address of Brown's of Fulwood there was 
the name Brown & Smith; this was. obviously not the 
name wanted, since it was not a limited company. 

I then tried various subterfuges over the telephone 
to discover the identity of the firm or company to whom 
I had sent my money; but as usual the assistant at the 
other end knew nothing, had seen nothing and did not 
know when Mr Brown would be back. At this point the 
receipted invoice came to light and it seemed fairly 
safe to conclude that the contract had been made with 
Brown's (BSF) Ltd, the company named at the top 
of the invoice. Assuming that some Machiavellian 
solicitor up to every artful dodge that the law allowed 
was advising Brown's (BSF) Ltd, it seemed best to 
send this company a new letter terminating the contract 
and asking for the money back within seven days. 


Where is the registered office? 


I felt quite certain that legally I could terminate the 
contract by sending the letter to the shop, as this was 
the place where the contract had been made; but as it 
was beginning to appear that only a writ was going to 
prise the money out of Brown's, it seemed a good idea 
to prepare in advance by getting the address of the 
registered office of Brown's (BSF) Ltd. | 

But where was the registered office? Was it the shop 
at Fulwood or was it a brass plate at either the offices 
of the Machiavellian solicitor or of the company's 
auditors? Of course, I could go to the shop at Fulwood 
to see if that was the registered office but if there were 
no brass plate, what then? The Companies Registration 
Office in London is the obvious source of this infor- 
mation, but being 180 miles down south it was of little 
practical use where only £37 was involved and the 
costs of getting an agent in London to do the work 
would also probably have been disproportionate to the 


sum involved. (This, of course, was before the new 


facility of being able to obtain such information from 
the Registrar of Companies by telephone was in- 
qugurated.) 

Fortunatelye the local library has an excellent 
commercial reference service so this was visited .one 
morning and a search made to find the address of the 
registered office of Brown's (BSF) Ltd. After. some 
time it became horribly clear that no such company as 
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Brown’s (BSF) Ltd was either registered or had 
existed (if ever) for some time. Instead, the search 
added two more names to the list of firms with whom 
I could possibly be dealing: Brown & Smith Ltd and 
Brown & Smith (Finance) Ltd. This seemed a case of 
one step forward and two steps back and also raised 
the question as to who exactly had got my money, as 
the cheque had been made payable to an apparently 
non-existent company. 

A visit to my bank produced the paid cheque for 
£37 and from that it was possible to get the name and 
address of the payee’s bank. Back to the telephone and 
a call to the bank in question. In answer to my queries 
they said that although they had the accounts of both 
Brown & Smith (Finance) Ltd and Brown & Smith 
Ltd, they were quite certain that the cheque would 
have been paid into the account of the former. In 
fact, the firmness with which they kept repeating that 
the cheque would have been dealt with through Brown 
& Smith (Finance) Ltd's account led me to ask on a 
sudden hunch how long Brown & Smith Ltd had been 
in liquidation. The answer to this was six months. 

Again vague recollections of commercial law came 
to mind and I asked the bank manager how it was that a 
crossed cheque made payable to Brown's (BSF) Ltd 
but not endorsed (which it was not), could be paid into 
the account of Brown & Smith (Finance) Ltd. He said 
the bank could not possibly spend time checking to 
ensure there were endorsements where the names on 
crossed cheques did not agree with the names of the 
accounts into which they were being paid, and that in 
practice cheques were duly processed providing either 
the names were about the same as those of the accounts 
in question or it was obvious to which account they 
should go. 

The manager denied strenuously that my cheque 
had been dealt with incorrectly but confirmed the 
address of the registered office of Brown & Smith 
Cao) Ltd with great alacrity. 


Two questions 


Calm consideration of the situation. at this pott only 
gave rise to two important questions to which I could 
give no firm answers. First, to whom should I notify 
termination of contract? Tbe company with whom I 
thought-I had a contract — Brown's (BSF) Ltd - did 


not exist, so should I write to Brown's of Fulwood, who 


apparently existed only. on the original circular, to 
Brown & Smith, who lived in the telephone directory, 
or to Brown & Smith (Finance) Ltd, whose existence I 
had only just discovered and who had my money? 
Secondly, against which of these should I issue the 
writ for the recovery of the. money? 

| Losing all patience I reached for the telephone and 
rang Fulwood. As usual the shop assietant answered 
and once. again Mr Brown was not available either 
presently or in the future. The poor assistant, whom to 
date I had always treated as an innocent third party, 
received my pent-up rage. I promised to send writs to 
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all the firms of the Brown & Smith empire and one 
to the bank for good measure, to write to the Registrar 
of Companies about irregularities in the use of names, 
to write to the manufacturer of the radio and complain 
about one of their 'specially selected dealers' and to 
bring in the police on the grounds that money had 
been taken with no intention of supplying the radio. 

'This solution, I am sure, would not be acceptable as 
an answer to an examination question but it did produce 
results in the form of a cheque in the post next morning 
for £37 drawn on Brown & Smith (Finance) Ltd. 


Post mortem 


Looking back on the events now in a more detached 
frame of mind, it is possible to put forward a number 
of questions and to wonder what the correct legal an- 
swers are. I have not attempted to find the answers to 
these questions as in practice I am not normally con- 
cerned with such problems, but perhaps other readers 
with more practical experience might like to deal with 

these theoretical points: 


(1) With what firm of company was there a contract? 


(2) Were there reasonable grounds for terminating 
the contract? 


(3) Was Mr Brown or anyone else working at theshop ` 
legally obliged to supply me with the address of 
any company against which I wished to issue a. 
writ? 

(4) Could any rights exist for the recovery of the 
money from Brown & Smith (Finance) Ltd even 
if I did not have a contract with them? 


(5) Is a bank legally entitled to credit a crossed but 
unendorsed cheque to an account where the name 
of the payee on the cheque does not correspond 
with the name of the account? In particular, does 
the commercial convenience argument given by 
the bank manager have any legal effect? 


(6) Depending upon the answer to (5), are there any 
circumstances in which the money could have 
been recovered from the bank, e.g., if Brown & 
Smith (Finance) Ltd subsequently went into 
liquidation? 

(7) From the facts as given were there any contra- 
ventions of any provisions of any Companies 
Acts or any other Acts relating to trade names? 

(8) Suppose, as it is possible to suspect, that because 
of the liquidation of Brown & Smith Ltd, the 
radio manufacturer was refusing to supply any 
more radios to Mr Brown (or whatever company 
he was trading as) and he was intending to try 
and pass off a shop-soiled radio as a new one, 
did he commit any criminal offence in taking my 
money when hé knew or was fairly certain that 
he could not possibly fulfil the terms of the 

. contract? ` 
[Readers observations on dicis ‘points, or cages 
comments on this.article, for possible publication in 
‘Correspondence’ will be welcome. — EDITOR. | : 
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Continuing Problems of Rationalization 
for Staveley Industries. 


INCE the 1964-65 financial year, turnover in the 
Staveley Industries group has risen from an annual 
£29°83 million to £46-88 million but pre-tax profits have 
fallen from £2,151,000 to only £85,000, largely because the 
machine tool division of the group changed over the period 
from a trading profit of £583,000 to a loss of £450,000. Over 


the same period trading profits of the chemical, electrical 


and foundries and abrasives divisions improved from 
£1,448,000 to £1,677,000. 

This year, shareholders in the company receive a state- 
ment from a new chairman, Mr Michael Spieler, who 
succeeded Mr Denis Haviland who had to retire for health 
reasons. Mr Haviland had battled for four years with the 


` rationalization problems of a number of machine tool 


companies which had mainly been taken over during a 
. period 'of intense restructuring in the machine tool in- 
dustry. `. 
Mr Spieler took over only last August and was, Gite 
in the chair for less than two months of the financial year 
to which the 1968-69 accounts apply. The year's result he 


‘describes as ‘most unsatisfactory’, with the poor per- 


formance caused by heavy losses in three divisions in the 
machine tool group. 


Machine tools 


The machine tool group failed to meet profit expectations in 
two major respects. Ín the first place, the three major 
acquisitions of the group represented by the Asquith, 
Craven-Swift and Kearns-Richards divisions continued to 
make serious losses. This, Mr Spieler says, resulted from 
their having undertaken substantial orders with little or no 


profit margins, from delays in some orders, necessitating. 


taking on substitute work, from having to use up large 
stocks and unfinished work transferred from other factories 
under the reorganization plans and from rectification 
problems arising on contracts completed in earlier years. 
The second major cause for the poor results were the cut- 
backs and deferments in the aircraft industries both here 
and in the l nited States which mean that the Lapointe 
company of the LS and its British counterpart, although 
making reasonable profits, were substantially below budget. 
In Mr Spieler's view, the company's earlier policy of 
rapid acquisition of machine tool companies proved, with 
some important exceptions, to have been over-ambitious. 
Although the credit squeeze and the so-called machine tool 


cycle have contributed to the group's difficulties, ‘we must 


now recognize', Mr Spieler says, 'that Staveley Industries 
did not have sufficient management and manpower re- 
sources to ensure the smooth and efficient integration of the 
newly acquired companies and their products and to 
extract the elusive gains of rationalization'. 


Written down 


The result has been that several million pounds were 
invested in the purchase of machine tool companies and in 
their subsequent financing and there is ‘little or no return 
from the investment’. It has to be recognized that a part of 
the investment in machine tool acquisitions has been. lost 
and the value of shares of machine tool subsidiary com- 
panies has been written down in the accounts by £3,865,000, 
as a result of which goodwill in the group accounts is 
reduced to nil. 

. A detailed review of the machine tool interests has been 
put in hand to determine the profit outlook for each unit 
and its immediate and potential return on capital employed. 
Determined to secure a proper return on capital employed 
in the machine tool group, the board will 'not hesitate to 
dispose of, or even wind up, such activities which cannot 
hold out sufficient hopes of a reasonable return in the 
required time'. 

The feasibility of linking suitable. activities with other 
machine tool organizations will be examined and oppor- 
tunities will be sought for increasing specialization and 
product.rationalization. Ín sophisticated heavy machine 
tools which constitute the bulk of the group's business, the 
time-cycle between original quotation and completion of: 
contract is sometimes several years. 

There is, therefore, no 'neat surgery, or simple, quick- 
acting measures' effectively safeguarding the company's 
best interests. 

But together with the process of settling profitably the 
long-term future of the machine tool interests, vigorous 
action is being taken to improve efficiency with tight 
production and financial control from the factory floor 
upwards. 


Stock control 


The directors' report indicates that stock control in parts of 
the machine tool group was not all that it might have been. 
In their report the directors state that, in the main, stocks 
and work in progress are ascertained by reference to book 
records supported by physical stock-taking, but at two units 
in the machine tool group the physical stock-takings revealed 
significant differences due to inaccuracies in the physical 
count and in the maintenance of records. 

These units were also particularly affected by rationaliz- 
ation of their production facilities and it has not yet been 
possible to complete a review of the stocks held by them in 
order to identify all surplus, slow-moving and obsolete 
items. Steps have been taken to ensure satisfactory stock 
control in future at these units. 

The stocks involved totalled £3,450,000, against which 
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provisions of £1,096,000 have been made. The net figure of 


£2,354,000 represents 19 per cent of the total stocks of the 
machine tool group included in the balance sheet. The 
directors consider the provisions to be adequate. 

In their report, the auditors ~ Cooper Brothers & Co — 
make the reservation that they were not able to obtain all 
the information and explanations required (o: assess the 
adequacy of the provisions made. 


Too low 


The current financial year, now half spent, began with 
an order book rather unbalanced and profit margins on it 
‘too low for comfort’. There is no alternative but to work off 
those orders and profit will depend on getting the budgeted 
output at budgeted costs from factories into which the new 
management disciplines have been introduced under the 
new managing director, Dr A. Frankel. 

The estimate is that the machine tool group will make a 
modest profit which will represent a most unsatisfactory 
return on capital employed but at least that will be a 
considerable improvement on the past year's £450,000 loss. 
On the brighter side is the fact that development resources 
have been devoted to new ranges of advanced numerically- 
controlled machine tools for which substantial initial orders 
have been received. 

Fortunately, Staveley Industries has three other active 
expanding groups to provide important profits. And as Mr 
Spieler points out, had it not been for these other profit 
sources Staveley would not have had the strength to nurse 
the machine tool group through its problems and be able 
to deal with those problems systematically. 

In total, as the five-year record shows, chemical, electrical 
and-foundries and abrasives group trading profits improved 
on 1967-68 and each group is a sizeable organization i in its 
own right. 

Bank borrowings increased during the year under review 
by some £1: million but the company has sold its sub- 
stantial shareholdings in the Philblack carbon black con- 
cern as well as several surplus properties. Progress is being 
made on a programme of bringing the working capital of 
each unit under strict control, and bank overdrafts by mid- 
February had been reduced by some ro per cent. 

Looking to current year results for Staveley Industries 
as a whole, Mr Spieler says that the board expects a signi- 
ficant increase in the non-machine tool trading profits and 
the machine tool group should make a modest profit. All 
told, the pre-tax profits should be over £1 million. 

But the chairman draws attention to the point that taxa- 
tion and minority interests will absorb the major part of 
the profit. To reach the point,when profits will represent 
a reasonable return on capital employed i in the company will 
take time. 


Private and Public 


N the course of his recent statement to shareholders in 
Metalrax (Holdings) Ltd, Mr Clifford Coombs said: 
"Again it will be observed that we have not acquired any 
additional subsidiary companies during the past two yearse 
. Many potential acquisitions have been carefully considered 
during the year: however, on each occasion they have not 
convinced our directors of their capability to yield a suff- 
cient return on capital invested. While all recent growth has 


been achieved by controlled expansion and improvement 


ACCOUNTANT 


493 


within existing units of the group, and indeed there is still 
much scope for this internal expansion in the years ahead, 
naturally we shall continue to seek and examine any sound 


. proposition which would expedite our progress by ac- 


quisition'. 

All good, sound, sensible words. And there are many 
company chairmen who have said very much the same thing 
from time to time. Mr Coombs's comments would be 
endorsed in the vast majority of company boardrooms. 
There would be general agreement that prices put on 
worth-while private businesses in particular are invariably 
far too high. 

Why 1s it then that company boards apparently get so 
carried away when it comes to bid battles for publicly- 
quoted concerns? Is it that while, in private, company 
directors will be content to turn down a deal or withdraw 
from a bid when they consider the price is too high, they 
consider that there is some loss of face if they do the same 
thing in public? 

When the spiral of bid, counter bid and bid again gets a 
grip, considerations such as those expressed by Mr Coombs 
seem to get lost. Contested take-over bids settled at a price 
50 per cent higher than the opening bid are common 
enough; successful bids at double the opening level not 
unknown. The crime, apparently, is to lose. 

Seling the shares of the company 'successful' in a 
protracted bid battle is one of the standard ways of making 
stock-market money. 


Pleasurama 


LEASURAMA LTD, in the words of the chairman, 
Mr William Bradbury, has been expanded in five years 
'from a single-unit summer seasonal business into a 
diversified and integrated popular-priced amusement and 
entertainment group in the leisure industry’. This year's 
accounts are presented 'in a more modern form' and 
whether this stems from the appointment of Mr Andrew 
M. Love, A.C.A., as secretary of the company has to be left 
to supposition. 
Balance sheets are in columnar form showing net assets 


represented by share capital and reserves — plus minority 


shareholders’ interests in the group account. The profit and 
loss account begins where all good profit and loss accounts 
begin, with turnover, and then moves straight to profit 
before taxation. Opposite the profit and loss account, on the 
left of a double-page opening is the ten-year record of 
financial progress and this 1s an unusual but useful place 
for the information. 

In the ten-year record, figures before the five-year 'push' 
are in mauve - the colour used for comparative figures in 
the accounts. In 1963-64, . profits were {20,802 pre-tax 
against the past year’s £340,444. Profit per share has risen 
from 1:93d to 17:58d and net asset value from 1s 5d to 6s 3d. 

At home Pleasurama have three large-scale projects in 
hand — a discothéque, restaurant hotel and amusement 
centrein Kirkcaldy, an amusement centre plus dolphinarium 
at Southsea and a 'compact entertainment! centre plus 
‘aquatarium’ in Oxford Street, London. The company is 
also entering into artist management and the recording 
and music publishing business. 

There are setbacks. ‘Serious deterioration in the political 
climate of Grand Bahama Island’ has led to the postpone- 
ment of the intended restaurant development in Freeport, 
Grand Bahama. 
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ç . . THE " 
April 2nd, 1970. 


CITY NOTES 


HE Americans have apparently begun to give up the 

fight against inflation; Wall Street has turned better 
and with it Throgmorton Street — or should it be Old 
Broad Street for the time being? American interest rates 
coming down will obviously give better scope and greater 
prospect of a parallel reduction in interest rates here. 

Possible reduction of Bank rate to 7 per cent, which was 
looking as much of a Budget dead duck as anything else 
that could be considered even faintly re-expansionist, is 
once again beginning to show a twitch.of life. 

But the market is currently just as much politically 
inclined as it is anything else and the fall of the Tory lead in 
the political polls is considered a bear point ky most 
investment operators, overlooking the fact that under an 
unchanged Government inflation would- continue as un- 
checked as it has done over the past twelve months. 
` Undoubtedly present inflationary troubles in wage claim 
and labour dispute terms stem from the Government's 
surrender to the trade unions last year. The unions have 
since played their hand for every new penny it is worth 
even to the present extent of attempting to gain official 
recognition for ‘sympathy’ strikes. 

Until very recently the stock-market was looking on the 
dark side of this position. A brighter side may come out of 
the eclipse before long. 


LEINWORT BENSON, as one would expect, have 

emerged with credit from their predicament of having 
unwittingly broken the Takeover Code. Acting for Trafalgar 
House in the bid battle for the Cementation company, 
Kleinwort Benson bought for cash the substantial number 
of shares the Bovis group had accumulated. The 'Take- 
over panel ruled that this gave Bovis, as a Cementation 
shareholder, a cash offer not available to other Cementation 
shareholders. Kleinwort Benson thereupon put the matter 
straight by arranging the underwriting and placing of 
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Trafalgar House shares stemming from the bid for 
Cementation so as to provide a cash alternative to other 
shareholders. Kleinwort Benson also took some 4 million 


Trafalgar House shares into their own investment portfolio. 
3⁄ * Së x 


OVERNMENT sanction for the ICI-Viyella Inter- 

national-Carrington & Dewhurst deal was in line with 
City expectation, even though it does make complete and 
utter nonsense of the Government’s original ban on big- 
scale textile mergers. For the Government to maintain that 
the ban still stays while agreeing to this major merger 
operation is the kind of ‘black is white’ situation that only 
politicians can expect to get away with. 

It is particularly galling for Courtaulds whose intended 
bid for the English Calico group attracted the Govern- 
ment’s textile merger ban in the first place. Courtaulds, 
banned from any merger operations on their own account, 
have to sit back and see their arch rivals ICI allowed to do 
precisely what Courtaulds are banned from doing. 

Admittedly ICI were originally connected with Viyella 
and are connected financially with Carrington & Dewhurst, 
so that the two companies are in the ICI rather than the 
Courtaulds orbit, but it has not been satisfactorily explained 
why textile merger is apparently good for ICI and pre- 
sumably bad for Courtaulds. 

Kä * z£ s 


LWAYS prepared to read between the lines, the City 
sees expansion by acquisition ahead for the Prudential 
as the result of the board’s proposals to merge the ‘A’ and 
‘B’ classes of capital into one equity. With the merger of the 
two classes of capital there is also a substantial increase in 
authorized capital, on which subject the Prudential board 
insists that there is no early issue intention. The board's 
statement is nothing more than the truth and the City's 
reading between the lines nothing more than intelligent 
anticipation. 


RATES AND PRICES 


Closing prices, Tuesday, March 31st, 1970 


Tax Reserve Certificates: (25.2.70) Companies 5195; 
3% surrendered for cash; Personal 4% 


Foreign Exchanges 


Bank Rate 
May 4,1967 .. .. 54%, “March 21, 1968 719, 
Oct. 19, 1967 .. 6% Sept. 19, 1968 aw... 
Nov. 9, 1967 .. .. 61% Feb. 27, 1969 895 
Nov. 18, 1967 .. . 8% March 5, 1970 7195 
Treasury Bills 
Jan. 23 .. £7 ros 5°81d% Feb. 27 .. ri IIS $i 43d% 
Jan. 30 £7 ros z's4d% Mar.6 .. 6s Good 
Feb. 6 £7 ris 368d% Mar. 13 .. ki 6s 156d% 
Feb. 13 £7 125 3'45d9 Mar. 20 .. £7 5s z22d9 
Feb. 20 £7 12s 2:99d94 Mar. 26 .. £7 3s 662d% 
Money Rates 
Day to day e 5177296 Bank Bills ° 
4 days I .. 81-7196 2months .. 84-88% 
Fine Trade Bills 3 months .. 8£-8§% 
3 months 91-9194 4months .. 88-82% 
4 months % 6 months 83-9 % 


6 months 


91-93 
91-915; | 


New York .. 2°4065 Frankfurt 88155 
Montreal 2°5812 Milan . 1513'50 
Amsterdam 8°7335 Oslo - 17°1845 
Brussels I19'5I Paris 13:3355 
Copenhagen 18-0395 Zürich 10:3720 
Gilt-edged 

Consols 4% .. ee 471 Funding 6% 1993 .. 73% 
Consols 24% : 291 Savings 3% 60-70  .. 97i 
Conversion 34% .. .. 411 Savings 3% 65-75  .. 82 
Conversion 5% 1971 96d - Treasury 64% 1976 .. 934 
Conversion 54% 1974 .. 90% ‘Treasury 34% 77-80 .. 68 
Conversion 6% 1972 Treasury 34% 79-81 .. 654% 


Funding 32% 99-04 
Funding 4% 60-90 

Funding 54% 78-80 
Funding 54% 82-84 
Funding 5295 87-91 


Treasury 5% 86-89 


ge 56 {xd Treasury 5H o8-12 .. 
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Correspondence 


The Future of the Accountancy 
Profession 


SIR, — In view of the second Scottish ballot and the severe 
rebuke administered to those who opposed the scheme by 
those who are committed to see it put into effect, it might 
be useful to review the present position. 

The organizations involved in the scheme are the three 
Institutes of Chartered Accountants, the Institute of Cost 
and Works Accountants, the Association of Certified and 
Corporate Accountants, and the Institute of Municipal 
Treasurers and Accountants. 

It was to be anticipated that the scheme would be 
accepted by the latter two organizations. Although their 
abilities are not considered in any way inferior to those of 
members of the Institutes of Chartered Accountants, it is 
undeniable that the phrase 'Chartered Accountant', some- 
what ironically, carries considerable public weight and is 
almost synonymous with the term ‘accountant’. 

One may be forgiven for discounting the Irish Institute 
by virtue of numbers. The integration therefore must have 
been determined by the attitude of the Scottish Institute, 
the English Institute and the Institute of Cost and Works. 
These were the three organizations that stood to gain the 
least and whose members were being asked to relinquish 
' most. 

In fact, when it came to a vote on a proper and democratic 
basis and according to the rules of those organizations, the 
scheme was thrown out by both the Scottish Institute and 
the Cost and Works Institute. The Council of the English 
Institute, being rather more canny perhaps, took an informal 
vote and therefore considered a simple majority a sufficient 
mandate. It was absurd to accept a simple majority on a 
vote in principle and then look for the greater majority on a 
vote in detail. It is the principle that matters. It is sug- 
gested here that the Council wished to take a preliminary 
vote to find which way the wind was blowing and had they 
had a 75 per cent victory, then they certainly would not 
have dismissed the original vote as not being of primary 
importance. 

The Scottish Council excuse their undemocratic be- 
haviour in many ways, most importantly in pointing out 
that members voted thinking that were the Scottish Institute 
to opt out, the others would not go it alone, i.e., that the 
scheme depended upon the agreement of all three Institutes 
of Chartered Accountants. The others had apparently 
given this assurance. If the Scottish use of the second 
ballot is, shall one say, legalized, by the failure of the 


English Institute to observe its promises, then it is the 
English Council that must be arraigned for undemocratic 
behaviour. Either the English behaved badly or the Scots 
did. 

These methods of conducting a merger are not consistent 
with the supposed integrity of the accounting profession 
and were it not for the seriousness of the issues involved, 
opposition might well be dropped on the grounds that if 
the rules are to be varied with the whim of one side, there is 
very little point in playing the game. | 

It should be added that the only reason for the second 
vote taken by the Cost and Works Institute seems to be 
that the Council nearly won the. first time. 

In order to show good faith and to indicate that opposi- 
tion is serious and not merely a matter of pig-headedness, 
may I restate what seem to be some of the principal 
objections: 


(1) Reorganization is good if public interest is put before 
self-interest, but craft guilds, ancient though they 
may be, have far more to commend them in these days 
than does the general workers’ union. The profession, 
if it is to be reorganized, needs to be reorganized 
along the lines of separate unions for separate areas 
of work. Let the auditors' union be one on its own. 
It has enough problems to sort out. The scheme at 
present is likely to suffer the disadvantages of size 
without enjoying the advantages of common interest. 


(2) The scheme was put forward as a merger of equals. 
This is double talk. It is a take-over by the English 
and Scottish Institutes. If this is not so, why is every- 
one invited to become a chartered accountant? Why 
not find a new name that could be presented with a 

. new image to the public? | | 
(3) A single examination, despite the fringe variances 
` proposed, is quite inadequate considering the con- 
. siderable diversification of skills within the field of 
accounting. We should be moving towards specializa- 
tion, backed up by a good liberal education. The 
scheme does not provide for this. It might at one 
time have been useful for the management accountant 


: in industry to study auditing, mercantile law, and 


even trust accounts, but we are coming to the stage 
when he just cannot afford the time to do so, and if 
he could he would be much better employed reading 
Dickens. | 


(4) The present organization — of the English Institute 
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at least — is far too paternalistic, both in its methods 
of training and in its administration. The effects of 
this are to be seen in the oligarchic nature of govern- 
ment within the Institute, and the exaggerated sense 
that the average chartered accountant has of his own 
importance. ‘The present scheme will not remove 
these attitudes. There is no serious attempt at demo- 
cratization, and the removal of competition is likely 
to mean that what was once lethargy will be replaced 
by arrogant inactivity. There is certainly here no 
prescription for a dynamic profession. 


(5) There is no such thing these days as an accountant 
pure and simple — unless he is far from pufe and far 
too simple. There needs to be some further descrip- 
tion. The auditor of a large public company has a job 
to do that is quite distinct from that of the accountant 
in industry. To try to put them both under the same 
umbrella will create confusion not only in the pro- 
fession, but also among the public. 


The present state of auditing is not satisfactory and 
labours under considerable criticism. It is in the interests 
of everybody that auditors get together and hammer out 
some reasonable principles and modes of conduct. They 
will do this best if there is an organization solely devoted to 
the improvement of auditing methods, where there are no 
divided loyalties or conflicts of interest. Auditors must 
speak with one voice. So also must other sections within 
the accountancy world where the differences are far more 
important than the similarities. There. is obviously an 
overlap and there is plenty of room for link committees or 
link organizations, but these must be subsidiary to the 
smaller units. - 

The scheme in no way provides for this, and if it is 
allowed to go through, one must reluctantly suggest that 
the Council purchase Pieter Breugel’s Tower of Babel as a 
centrepiece for the foyer of the new building in Moorgate 
Place. 


Yours faithfully, 
MICHAEL GREENER, F.c.a. 
Barry, Glam. 


Professional Image 


Sir, — Whilst visiting a solicitor's office recently, I noticed 
a booklet issued by the Law Society and entitled Paying 
Income Tax? — see a Solicitor. e 

You will no doubt appreciate how annoyed I was to dis- 
cover the existence of this booklet, especially when no 
equivalent literature appears to be issued by the Institute 
of Chartered Accountants. 

I feel that our image in this modern society is an extremely 
poor one; we always appear to be held up as extremely 
staid, starchy and colourless characters, and indeed on 
certain occasions we are, as a body, held to ridicule, e.g., 
Monty Python's Flying Circus, a television programme that, 
from time to time, pokes fun at chartered accountants. 
Although such fun can be taken in good fart, it demon- 
strates the general attitude of the public towards us. 

Is it not possible for some public relations campaign to 
be launched to give our image a more modern appearance? 
I know many in our profession who would appreciate this 
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more than a number of other things "which are being 
planned for the profession in general. 


Yours faithfully, 


London WI. A. M. CUSHNIR. 


Examination Standarde 


SIR, — Reference has been made in recent correspondence 
to the standard of the Society’s examinations. It would not 
be fitting for me to attempt to draw any comparisons, and I 
would only remind your readers that the Department of 
Education and Science treats them on a par with those of 
major bodies for the purpose of admission to post-graduate 
courses for the Diploma in Management Studies. 

No experienced lecturer or practitioner would presume to 
judge the standard of an examination from the question 
papers alone, since in the absence of an intimate knowledge 
of the marking schemes and principles of assessment these 
can be grossly misleading. After all, a question such as 
"What is a computer?’ could be set at any stage from r1-plus 
to higher degree, but this does not mean to say that one 
would expect the same sort of answer. 


Yours faithfully, 


R. H. S. BEACHAM, 
Director and Secretary, 
SOCIETY OF COMMERCIAL 


Bristol. ACCOUNTANTS. 


Inland Revenue Correspondence 


SIR, — ‘Tora Data’s’ letter in your issue dated March roth 
suggests that the writer is keen to attack the ‘establishment 
rightly or wrongly. 

I have been personally using the three main guidelines 
referred to in Mr Pantlin’s letter (February roth issue), not 
because of any economy measures but because of the 
visually pleasant effect of the layout. Being the only person 
in my organization who adopts this procedure, the result is 
anything but economical, particularly as I use a typing 

ool. 
ç The change in the Civil Service letter layout is particularly 


: welcome when one is dealing with lengthy letters which 


contain various judicial quotations etc. This is notwith- 
standing the motivation is economy. The layout certainly 
should not affect the grammatical accuracy or otherwise. 


Y ours faithfully, 
ONNI. 


Price-level Adjusted Accounting 


SIR, — In his article in your issue of March roth, Professor 
Chambers sets out four ‘defects’ of adjusting accounts by 
reference to a general price index. These should be chal- 
lenged. 

Firstly, he questions the application of an index to a 
figure which has already been adjusted in earlier years. 
There is no apparent impropriety in this — would he please 
elaborate? 

Secondly, he suggests that by adjusting the cost of shares 
and land by reference to the price index, there is an im- 
plication that the prices of these items changed at the same 
rate as the general level of prices. He is here quarrelling, not 
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with price-level accounting, but with ordinary accounting 
conventions. This is no criticism of price-level accounting 
ber se. I 

Thirdly, he states that to adjust the sales figure when in 
fact only the invoiced amount of money was received 1s 
wrong. Again, he is attacking conventional accounting, not 
price-level accounting. Perhaps he would also suggest that 
cash discounts should be deducted from sales figures? 

His fourth point is that the adjusted figures would be 
‘unrealistic’. A better word would be ‘approximate’ — Can 
he put forward any accounting system which does not give 
` approximate results? The real question is whether the results 
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would be sufficiently accurate for their purpose: many 
people recognize that they would. ` 

. One final comment: as I understand it, Professor 
Chambers is propounding the general theme that accounts 
should be based on:current values. If such a system is to be 
practicable one question needs answering, namely, "Who 
decides what is the current value?’ Until I see a satis- 
factory practical answer to this I shall continue to regard 
Professor Chambers's thesis as an interesting academic 
exercise, but no more. Sa? 

Yours faithfully, 


Guildford, Surrey. J. PEARCY. 








Student 
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EXETER SOCIETY NEEDS 
MORE SUPPORT FROM 
PRINCIPALS 


IN THE committees twenty-third 
annual report, total membership at 
December 31st is shown as 95 — a fall 
of 26 from the previous year's figure. 

The committee is obviously con- 
cerned over this fall in membership 
and during last year instituted a new 
members’ evening with the object of 
introducing members to one another 
and encouraging them to take part in 
the Society’s activities. A similar 
meeting held in February this year 
was also a considerable success. 
Resulting from these meetings and a 
‘letter of apathy’ circulated to prin- 
cipals in the area during last year, 
attendances at the Society's functions 
have, on the whole, increased, al- 
though there are still many members 





who fail to support the Society's 
meetings. 

Four lecture meetings were held 
during the period June to December 
last and already there have been two 
this year. Subjects included “The 
consequences of decimalization’, ‘For- 
mation and flotation of a company 
and ‘Organization and methods for 
the smaller firm’. In addition, a visit 
to the computer ‘installation of F. J. 
Reeves Ltd was arranged which 
proved instructive to the 24 members 
who attended. 

The Society’s successful first-ever 
annual dinner (The Accountant, Feb- 
ruary 26th) was held in Exeter, and 
another social event was a Fiddlers’ 
Ball in November which, the report 
states, despite only 80 attending, was 
none the less-a considerable success 
socially. 


JOHN FOORD & COMPANY 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


Telephone 01-834 2002 (4 lines) 


-SOUTH WEST ESSEX GROUP 


THE NEXT evening meeting of the 
South West Essex Chartered Ac- 
countant Students Group will take 
place on April 14th when Mr T. D. 
Barry, A.C.A., will address members on 
the various aspects of taxation work 
encountered in public practice. The 
meeting will commence at 6.45 p.m. 
in the Clubroom, the Angel Hotel, 
Ilford, and light refreshments will be 
available. 


CHESTER STUDENTS' YEAR 


MEMBERSHIP of the Chester and 
North Wales Branch totalled 218 at 
December 31st, compared with 223 
the previous year. À two-day course 
held in Llandudno in February, the - 
second organized by the Branch, 
proved to be as successful as the first. 
Two industrial visits were made 
during the year, and the annual 
dinner dance was attended by 64 
members and their guests. 

At the recent annual general meeting 
of the Branch the following officers 
were elected for 1970~71: 

Chairman: Mr W. Morgan, F.C.A. 
Vice-Chairman: Mr R. R. Williams, F.c.A. 
Secretary: Mr M. QC. Sunter, F.c.a,, 

District Bank Chambers, High Street, 

Wretham. Telephone Wrexham 2353. 
Treasurer: Mr K. N. Payne, F.C.A. 
Auditor: Mr F. Hack, F.c.a. - 

Committee: Messrs J. F. Allen and R. R. 


Williams (re-elected), and Messrs 
R. E. A. Clark and C. W. Thorndike. 





Notes 
and 
Notices 





PROFESSIONAL NOTICES 


BAKER, RookE & Co, Chartered 
Accountants, of Canada House, 4 
Norfolk Street, London WC2, an- 
nounce that on March 31st, 1970, Mr 
J. W. G. COCKE, T.D., M.A., F.C.A., 
ceased to be a partner on retiring from 
general practice though he will con- 
tinue to act as Secretary of the London 
and District Society of Chartered 


Accountants. Mr J. R. Bolster, F.C.A., 


was admitted into partnership from 
April 1st, 1970. 

BARTON, MAYHEW & Co announce 
that Mr LAURENCE JoHN MONUMENT, 
A.C.A., has been admitted to partner- 
ship in their Jersey firm. 


HAROLD EVERETT, WREFORD & Co, 
Chartered Accountants, of Harford 
House, 103 Great Portland Street, 
London WiN 6BH, announce the 
admission to partnership of Messrs 
A. FREI, A.C.A., A. R. HECKSCHER, 
B.SC.(ECON.), A.C.A. and S. J. LERNER, 
F.C.A., all of whom have been asso- 
ciated with the firm for many years. 


The practices of FRAZER, WHITING 
& Co, Chartered Accountants, and 
WiLsoN, Bicc & Co, Chartered 
Accountants, which have been con- 
ducted from 126 Bishopsgate, London 
EC2, 4/7 Chiswell Street, Isondon 
ECr, and elsewhere for a number of 
years, have been merged as from 
April 1st, 1970. The new firm will be 
conducted under the name of FRAZER, 
BicG & Co, at the above addresses by 









10 Lloyds Avenue, 
01-709 0101 


FULLER, HORSEY, 


SONS & CASSELL 
London EC3 


THE 
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Messrs W. G. FRAZER, F.C.A., C. C. 
Bicc, F.c.A., I. W. FRAZER, F.C.A., 
L. J. NEWEY, F.c.A., K. N. HAWKINS, 
F.c.A., M. J. VANDOME, A.C.A., A. G. 
BRAXTON, A.C.A., and I. C. HOBBS, 
A.C.A. Mr WALTER W. BIGG, F.C.A., 
will act as consultant to the new firm. 


FREEDMAN & Company, Chartered 
Accountants, of Leeds, with the deepest 
regret announce the death of the 
founder of the firm, Mr ERNEST 
FREEDMAN, F.C.A., on March 16th, 
1970. The firm will be continued by 
the remaining partners. 


ALEXANDER B. Nem & Co, Char- 
tered Accountants, announce that 
Mr K. E. Carr, F.c.A., retired from the 
partnership on March 31st, 1970. 


A. G. SAYERS, SEATON & 
BUTTERWORTH, Chartered Accountants, 
of 62 Brook Street, London Wi, 
announce the retirement from the 
firm on March 31st, 1970, of Mr H. M. 
SAYERS, F.C.4., and the admission to 
partnership of Mr A. R. ‘THORNTON, 
F.C.A., from April 1st, 1970. 


'TANsLEY WITT, JAMES, DANGERFIELD, 
Chartered Accountants, announce that 
on March 31st, 1970, Mr W. P. 
Hucues, F.c.A. and Mr A. D. 
MACVE, F.C.A., will retire as partners 
of the London firm. They will both 
continue with the firm as consultants. 


'TANsLEY WITT, JAMES, DANGERFIELD, 
Chartered Accountants, and SMYTH, 
BRANDON & Co, Chartered Account- 
ants, announce the formation of a 
joint partnership which will practise 
under the style of '"TANsLEY WITT, 
JAMES, DANGERFIELD from 12 Malone 
Road, Belfast 9, Northern Ireland. 
The first partners will be Messrs 
W. H. de F. Smyth, F.c.a., T. G. 
HARDING, MA, F.C.A, B. O. 
TEMPLETON, F.C.A., H. E. M. BARNES, 
F.c.A., C. E. JOHNSTON, F.C.A., and 
J. E. S. MULHOLLAND, A.C.A., SMYTH, 
BRANDON & Co continue to practise 
unchanged. 


Tuomson McLintock & Co, Char- 
tered Accountants, of 33 King William 
Street, London EC4, announce that 
Mr C. J. N. WILLIAMS, C.A., Mr M. G. 
CRABTREE, M.A., C.A.. and Mr P. D. 
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BAILEY, F.C.A., were admitted into 
partnership on April 1st, 1970. 


'THoMsoN McLintock & Co, Char- 
tered Accountants, of 5 St Philip's 
Place, Birmingham, announce that 
Mr H. B. T. WILDE, F.c.A., and Mr 
V. F. STEDEFORD, F.C.A., retired from 
the partnership on March 31st, 1970, 
and that Mr N. F. LUCKETT, A.C.A., 
and Mr A. L. WEIR, A.C.A., were 
admitted into partnership on April 
ISt, 1970. 

'THoMsoN McLintock & Co, Char- 
tered Accountants, of 12 Booth Street, 
Manchester and Royal Exchange 
House, City Square, Leeds, announce 


' that Mr N. A. WATT, C.A., was ad- 


mitted into partnership on April rst, 
1970. 

Tuomson McLiNTOCK & Co, Char- 
tered Accountants, of 7; De Montfort 
Street, Leicester, announce that Mr 
A. W. Gray, C.A., was admitted into 
partnership on April rst, 1970. 


W. T. WALTON & Son and BASIL 
L. DENTON & Co, of Hartlepool, and 
W. T. WALTON Son & ROWLAND of 
Stockton, Tees-side, Chartered Ac- 
countants, announce that Mr D. N. 


WILLIAMS, A.C.A., has been admitted a ` 


partner as from April 1st, 1970. 


W. T. WALTON & Son, Basir L. 
DENTON & Co, W. T. WALTON SON & 
ROWLAND and H. H. KILVINGTON & 
Co, also of Hartlepool, Chartered 
Accountants, announce that as from 
April rst, 1970, they are continuing 
their practices in association. Messrs 
H. J. SARGEANT, F.C.A., J. S. GROVES, 
F.C.A., W. I. R. ALDERSON, F.C.A., and 
D. N. WILLIAMS, A.C.A., have become 
partners in H. H. KILVINGTON & Co, 
and Messrs W. Š. ATKINSON, F.C.A., 
and H. B. KILVINGTON, F.C.A., in 
W. T. Watton & Son, Basi, L. 
DENTON & Co, and W. T. WALTON 
Son & RowLAaAND. Until further 
notice, the practices will be carried on 
under their existing names from their 
present premises. 

W. T. Watton & Son, Chartered 
Accountants (Liverpool firm), and 
J. OAKLEY WORRALL & Co, Chartered 
Accountants, announce that as from 
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April rst, 1970, their joint practice 
carried on at 133-5 The Albany, Old 
Hall Street, Liverpool 3 will cease. 
Messrs J. OAKLEY WORRALL, F.C.A., 
and H. SHACKCLOTH, F.C.A., will 
continue to practise from this address 
as J. OAKLEY Worratt & Co. 
Their telephone number will be 
051-236 8251. The remaining partners, 
Messrs W. S. Dye, F.c.A., J. Hav, 
F.C.A., J. O. ErPHick, F.c.a., R. D. 
CURTIS, F.c.A., and J. S. GROVES, 
F.C.A., Will be joined in partnership by 
the partners of MITCHELL, Dowp & 
Co, Chartered Accountants, of 80-86 
Lord Street, Liverpool 2 and will 


practise as W. T. WALTON & SON , 


(Liverpool firm) from the Lord Street 
address. 


W. T. WALTON & Son, Chartered 
Accountants, (Liverpool firm) further 
announce that from April rst, 1970, 
they have merged their practice with 
that of MITCHELL, Down & Co, and 
will practise as MITCHELL, DOWD, 
WaLTON & Co, Chartered Account- 
ants, from 80-86 Lord Street, Liver- 
pool 2, telephone 051—709 9176. For 
the time being both firms will also 
continue to practise under their 
present names. The partners of the 
new and merged firms will be Messrs 
W. BAINBRIDGE, F.C.A4., W. S. DYE, 
F.C.A,, S. DUGDALE, F.C.A,, W. A. 
BATES, F.C.A., C. B. MITCHELL, A.C.A., 
J. Hay, F.C.A., J. O. ELPHICK, F.C.A., 
R. D. CURTIS, F.C.A., and J. S. GROVES, 
F.C.A. Mr H. W. BURRELL, F.C.A., 
consultant with MITCHELL, Dowp & 
Co, will continue as a consultant with 
the new and merged firms. 


Watts KNowLes & Co, Chartered 
Accountants, of Letchworth, announce 
that their address is now Howard 
House, 121-3 Norton Way South, 
Letchworth, and their telephone num- 
ber remains unchanged. 


APPOINTMENTS 
Mr Ian T. Morrow, C.A., F.C.W.A., 
has joined the board of Landel Trust 
Ltd as deputy chairman following the 
acquisition of the company by 
Shipping Industrial Holdings Ltd. 


Mr W. S. Watson, C.A., has been 
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appointed an executive director of 
Bruntons (Musselburgh) Ltd. 

Mr G. Howell, F.c.a., has been 
appointed to the board of High Duty 
Alloys Ltd, a Hawker Siddeley com- 
pany, as finance director. 





Mr G. Howell. Mr E. E. Morton. 

Mr E. E. Morton, A.C.W.A., A.C.C.S., 
has been appointed to the board of 
Berna Industries Ltd and its associated 
company Bernatone Ltd as financial 
director. He will continue as secretary 
of these companies. 


Mr H. G. Mourgue, F.C.A., has been 
appointed to the board of ‘Thorn 
Electrical Industries Ltd as financial 
director. 





Mr Ian W. Simpson, C.A., has been 
appointed financial director of General 
Industrial Plastics Ltd and its sub- 
sidiary Seagull Holdings Ltd. Both 
companies are members of the General 
Industrial Plastics (Holdings) Ltd 
group of companies. 


Mr E. L. S. Weiss, F.C.A., who has 
functional responsibility for finance 
for the machine tool division of Tube 
Investments Ltd, has been appointed 
to the board of Joseph Bradbury & 
Sons Ltd, which recently became a 
member company of the machine tool 
division of Tube Investments. 
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Retirement 


Mr D. A. Hume, F.A.C.C.4., has 
retired as financial director of the 
Wellman Corporation. Mr Hume, who 
is retiring after nearly 36 years' service 
with the Corporation, has also re- 
linquished his other appointments in 
the group and its subsidiary and as- 
sociated companies. 


IN PARLIAMENT 
Selective Employment Tax 


Mr BisHoP asked the Chancellor of the 
Exchequer what is the current annual 
net income from selective employment 
tax; and what he estimates to be the 
increase in either income tax or pur- 
chase tax or on a gallon of petrol on the 
basis that selective employment tax was 
abolished and increased revenue to 
replace it was raised through any one 
of these alternative sources. 

Mr WiLLIAM Ropcers: The net 
yield for the current year was esti- 
mated in the Financial Statement and 
Budget Report 1969-70 at {606 
million. To replace this revenue it 
would be necessary to raise the 
standard rate of income tax to ten 
shillings or to increase all the rates 
of purchase tax by over a half or to add 
something like three shillings a gallon 
to the motor fuel duty. 

Hansard, March 16th, 1970. Written 
answers, col. 41. 


Occupational Pension Schemes: 
Tax Concessions 

Mr Boyp-CarPENTER asked the Chan- 
cellor of the Exchequer whether he 
is prepared to consider representations 
about his proposals for restricting con- 
cessions at present available to 
occupational pension schemes in res- 
pect of taxation before introducing 
legislation. 

Mr TAVERNE: Yes. 

Hansard, March 17th, 1970. Written 
answers, col. 83. 

° 
Valuation Appeals: Inland Revenue 
Costs 

Mr EaptE asked the Chancellor of the 
Exchequer what was the total cost to 
the Inland Revenue arising out of 
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legal actions involved in settling 
matters pertaining to rating and 
valuation annually from 1960 to the 
nearest available date. 

Mr Taverne: Information about the 
total cost to the Inland Revenue is not 
available. With permission, I shall 
circulate in the Official Report the 
annual figures of costs paid and 
recovered by the Inland Revenue in 
appeals against valuations, in accord- 
ance with the award of the Lands 
Tribunal or the Courts. 


Following is the information: 


COSTS PAID AND COSTS RECOVERED BY THE 
INLAND REVENUE IN RESPECT OF APPEALS 
AGAINST RATING VALUATIONS 

Costs Costs 


Year paid recovered 
£ 

1960  .. wë .. 20,584 22,873 
1901  .. T .. 13,981 11,414 
1962... i .. 18,107 5,569 
190603  .. T - 3,623 4,996 
1964  .. .. .. 5565 43,147 
1965  .. va es 4,366 23,174 
1966  .. i .. 20,260. 3,633 
1967  .. A »*- 29,4099 4,112 
1968  .. wo .. 18,924 3,320 
1969 9,578 8,506 


Hansard, March 17th, 1970. Written 
answers, col. 79. 


Selective Employment Tax 


MR SHELDON asked the Chancellor of 
the Exchequer if he will make a 
statement on the report of Professor 
Reddaway on selective employment 
tax. 
Mr Roy JENKINS: Professor 
Reddaway has provided a valuable 
report which has I think shown that 
many of the common criticisms of 
SET are misconceived. I am studying 
the report and it would be wrong for 
me to make any further comment at 
this stage. 

Mr SHELDON: I wholeheartedly 
welcome not only this report but the 
kind of attitude towards taxation which 
gave rise to its publication. But would 
my right hon. friend consider this a 
time to end some of the anomglies — 
in particular to bring the self-employed 
into taxation and perhaps to end the 
anomaly of the wholesaler versus the 
manufacturer with wholesale interests? 

Mr JENKINS: I have no comment to 
make on these issues at present. 

Hansard, March 17th, 1970. Oral 
answers, col. 175. 


Post-war Credits 


Mr RUSSELL JOHNSTON asked the 
Chancellor of the Exchequer what 
plans he now has for reframing the 
regulations under which post-war 
credits can be repaid to take account of 
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The North West Society of Chartered Accountants held their dinner and dance at the 
Savoy Hotel, Blackpool, on March 20th. In this group are, /eft to right, Mr H. P. Bee, 
M.A., A.C.A., Secretary of the Society. and Mrs Bee: Mrs Owen and Mr M. S. Owen, 
F.C.A., President of the Society ; Mrs Joliffe and Mr W. O. Joliffe, F.C.A., Vice-President 


of the Society. 


those cases where evident hardship is 
involved but repayment at present can- 
not be made. 

Mr Taverne: My right hon. friend 
has no plans for a change in the 
existing regulations. 

Hansard, March 2oth, 1970. Written 
answers, col. 240. 


STAMP DUTY 


Where the provisions of section 11 of 
the Stamp Act 1891 apply and one 
instrument is required to be denoted 
with the stamp duty paid on another, 
the Board of Inland Revenue normally 
require production of the latter. 

However, in view of the provisions 
of section 113 of the Land Registration 
Act 1925, if the original instrument is 
filed in the Land Registry, the Board 
stated in an announcement last week 
that they accept, for denoting purposes, 
an office copy issued by the Land 
Registry, provided that it clearly 
shows the amount of stamp duty 
impressed on the original. 


DOUBLE TAXATION 


A protocol amending the Double 
Taxation Convention between the 
United Kingdom, and the Federal 
Republic of Germany was signed in 
London on March 23rd. The protocol 
is subject to ratification. 

The text will be published shortly 
by HM Stationery Office. 


THE ACCOUNTANTS’ 
CHRISTIAN FELLOWSHIP 


The monthly meeting for Bible read- 
ing and prayer will be held at 1 p.m. 
on Monday, April 6th, at the Church 
of St Peter-upon-Cornhill, London 
EC3. (Entrance in Cornhill, near 
Gracechurch Street.) The Scripture 
for reading and thought will be John, 
Chapter 20, verses 24 to 29. 

A similar meeting will be held at the 
same time in the vestry of St Giles- 
in-the-Fields, St Giles High Street, 
London WC2. 


GRIMSBY AND 
NORTH LINCOLNSHIRE 
CHARTERED ACCOUNTANTS 


Membership of the Grimsby and 
North Lincolnshire Society of Char- 
tered Accountants had risen to 163 
at the end of the year, according to the 
annual report for 1969 presented at the 
Society’s recent annual meeting. 

Seven luncheon meetings were held 
during the year, with an average 
attendance of 28 members. The wide 
range of subjects covered included an 
address by Mr R. G. Slack, M.A., 
F.C.A., on ‘Institute affairs and com- 
munications' and a film on the con- 
struction of Lindsey Oil Refinery. The 
evening meetings were well attended 
by members and their staff, and at one 
meeting devoted to decimalization, 
five speakers outlined the implications 
for their particular businesses. 

The committee record with regret 
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the death, at the age of 87 years, 
of Mr A. A. Beardsall, F.c.A., who was 
a founder member of the Society, 
President from 1955 to 1967, and 
thereafter Patron for Life. 

New officers for the ensuing year 
have been elected as follows: 


President: Mr C. Inkpen, F.C.A. 


Deputy President: Mr H. D. Mitchell, 
F.C.A. 


Secretary: Mr T. R. Jacklin, A.C.A., 
A.A.C.C.A., 9 New Street, Grimsby. 


Treasurer: Mr D. P. Everitt, F.C.A. 
Asst Secretary: Mr B. N. Moore, A.C.A. 


Librarian: Mr J. G. Adams, B.SC.(ECON.), 
A.C.A. 


Past President: Mr N. F. Hibbert, F.C.A. 
Auditor: Mr M. G. Bain, F.C.A. 


MOORGATE TAX DISCUSSION 
GROUP 


At the next meeting of the Moorgate 
Tax Discussion Group on April 6th, 
‘The substituted section 2 (1) (b) 
Finance Act 1894' will be the topic 
introduced by Mr B. Rose, F.C.A., to be 
discussed by the Group at the Master 
Gunner, Cathedral Place, London 
EC4. 

Members and visitors will be wel- 
come and full details may be obtained 
from Mr Rose, who is the Group's 
secretary, at Westbury, Schotness & 
Co, 14-18 High Holborn, London 
WC (telephone 242 7272). 


THE INSTITUTE OF TAXATION 
Spring Conference 


The Spring Conference of The 
Institute of Taxation was held from 
March 2oth-22nd, at Trinity College, 
Cambridge, attended by over 200 
members. 

The conference was opened by the 
President of the Institute, Mr Allan 
A. Brent, F.C.1.S., F.T.1.1., and Mr D. J. 
Pyne-Gilbert, F.C.A., F.T.LI., then took 
the chair. The first address was on 
‘Tax planning’ by Mr Andrew Potez, 
Barrister-at-law, followed by an ad- 
dress by Mr D. R. Dawes, F.A.C.C.A., 
F.T.L.I, on ‘Recent income tax legis- 
lation’. After dinner, members met 
in groups to discuss Mr Dawes's 
lecture and to formulate questions to 
be dealt with by the speaker the 
following day. 

On Saturday morning, Mr K. S. 
Carmichael, F.C.A., F.T.LL, spoke on 
*Recent developments in corporation 
tax' with regard to both close and 
group companies. Mr Dawes then 
dealt with questions from the groups 
arising from their discussion the 
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previous evening. Before lunch there 
was a second working session in group 
meeting rooms on the subject of Mr 
Carmichael's lecture. 

In the afternoon Mr K. R. Tingley, 
F.A.C.C.A., F.T.LI, spoke on ‘Recent 
developments in capital gains tax’ and 
later Mr Carmichael dealt with the 
questions raised by the groups at their 
meetings before lunch. Mr John 
Silberrad, Barrister-at-law, A.T.LI., 
then addressed members on 'Recent 
case law'. The last of the group 
sessions was devoted to discussion of 
Mr Tingley's subject. 

On Saturday evening a Guest Night 
Dinner was held in Hall which was 
attended by the President and Mrs 
Brent. The other guests of honour 
were Miss Joan Quennell, M.B.E., M.P., 
and Sir John Foster, K.B.E., Q.C., M.P. 
'l'he toast of the guests was proposed 
by the chairman, Mr D. J. Pyne- 
Gilbert, with the response from Miss 
Joan Quennell, and the toast of the 
Institute was proposed by Sir John 
Foster with a response from the 
President. 

At the first session on Sunday, Mr 
Tingley dealt with questions on capital 
gains tax put forward by the groups, 
and Mr B. J. Sims, Solicitor of the 
Supreme Court, LL.B., F.T.LI., then 
addressed the conference on "The 
estate duty provisions of the Finance 
Act 1969'. At the end of the morning, 
Mr Pyne-Gilbert gave a short address 
thanking the lecturers, technical as- 
sistants and administrative staff for all 
they had done to ensure the success of 
the conference. 


ECONOMIC CONDITIONS 
OVERSEAS 


Three further booklets in the series of 
annual economic surveys of develop- 
ments and prospects in member 
countries of the Organization for 
Economic Co-operation and Develop- 
ment have recently been issued cover- 
ing Switzerland, Spain and Iceland. 
Copies of the booklets are obtainable 
from HM Stationery Office, price 
5s 6d each. 


PROFESSOR OF FINANCIAL 
MANAGEMENT 


Mr John Sizer, B.A., A.C.W.A., senior 
lecturer in accounting at the London 
Graduate School of, Business Studies, 
has been appointed to the newly 
created chair of Financial Manage- 
ment in the department of Industrial 
Engineering and Management at 
Loughborough University. 
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GUIDE TO GOVERNMENT 
PENSIONS PLAN 


Covering integrated occupational pen- 
sion schemes, non-integrated schemes, 
abatement, and the effect of accelerated 
maturity provisions, a new booklet 
entitled The Government Pensions Plan 
— a Guide, has been published by 
The Industrial Society to help firms 
to adjust their own pension schemes in 
the light of the Government's pension 
proposals. It includes a brief summary 
of the background to the new National 
Superannuation and Social Insurance 
Bill, and the major provisions of the 
Bill still before the House of Commons. 

Copies of the booklet, price 2s, may 
be obtained from The Industrial 
Society, 48 Bryanston Square, London 
WIH 8AH. 


MANAGEMENT SCIENCE 


‘Making money from the management 
sciences! is the theme of the spring 
meeting of The Institute of Manage- 
ment Sciences (UK Chapter) to be 
held at the University of Sussex from 
April 8th-gth. Among the speakers 
will be Mr M. J. Blackburn, F.C.A., 
whose subject will be ‘Consultants or 
internal groups; the pros and cons of 
each'. 

A fee of £20 for members, and {24 
for non-members, covers residence 
and meals throughout the conference; 
wives may also be accommodated 
and provided with meals at a reduced 
fee. Full details may be obtained from 
Mr D. Williams, Touche Ross & Co, 
3 London Wall Buildings, London 
EC2. 


ACCOUNTANTS' CROSSWORD 


Solution to the Accountants' Cross- 
word compiled by Kenneth "Tockert, 
F.C.A., which appeared in last week's 
issue: 
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ACCOUNTS TYPED for accountants. — 
Stella Fisher Secretariat Ltd, 430 Strand, 
London WC2. (TEM. 6644.) 

ADDERS, CALCULATORS, REBUILT 
NATIONAL ACCOUNTING MACHINES, 
31 and 32 typewriters and duplicators sold, 
hired, bought, repaired, terms. Burroughs 
accredited dealers, — MacVeigh & Larkin, 
55 Cowcross Street, London ECIÍ (opp. 

Farringdon Station) (CLErkenwell 7434). 
BANDA ELECTRIC spirit brief size duplica- 
tor 1700 E.T.A.F. Cost, June 1967, £285, 
lightly used, excellent condition £125 or near 
offer. — Phone 01—778 9292 between 9 a.m. 
and 5 p.m. 





FACSIMILE TAXATION FORMS 


also 
COMPANY FORMS 
A Complete Range 


all at 
40s per 100 (plus postage) 


SHARPTHORNE 
PRESS LTD 


25 Holborn Viaduct, London EC! 
Tel. 01-353 0838/9 


FOR SALE, LOGABAX CL200E machine 
for incomplete records. Excellent condition. 
Genuine reason for sale. Offers invited. — 
Box FS 3948. 
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HIRE HIRE HIRE 


AH models of Sensimatic accounting 
‘machines available for short- or long» 
term rentals. 

For details of this unique service 
write or telephone: 


Goodson Calculators 
55/61 Moorgate, London EC2 


(MONarch 5405) 


PROFESSIONAL & HOUSE 


NAME PLATES 


and interéhangeable 'Registered Office' 

_ directory'boards in Bronze, Brass, ` 

; Stainless Steel or Coloured Plastic 
SKETCHES AND ESTIMATES SENT FREE 


Prompt service by actual marufacturers — 7 


ABBEY CRAFTSMEN LTD 


| Park Works, Kingsley, Bordon, Hants 


fel; Gordon 2091 {2 lines) a 
j Representatives in London Area. 















DO YOU NEED THE FACILITY OF A COMPUTER? 


We have a Honeywell H125 on which time is available for hire at very attractive 
rates, with reductions for block bookings. The configuration consists of 32X of core 
storage, 2. disc drives, 4 tape drives, a card reader, a printer and a console type- 
writer, No job would be considered too large or too small to merit our full attention. 


We also offer full facilities for punching and verifying of cards, with a speed and 


accuracy for which we are well known. 


H you are interested in these services or if we may be of some assistance with any 
of your systems or programming problems, please contact us for more details. 


C. A. PAIN, ESQ. 
BRITISH WOOL MARKETING BOARD 
KEW BRIDGE HOUSE 
BRENTFORD ` 
MIDDLESEX 
Tel. 01-560 0551 





NAME-PLATES MADE IN SEVEN DAYS 
(in modern plastics or aluminium). Bronzed 
brass, stainless steel, directory boards, and 
rubber stamps also supplied quickly. Send 
required wording for free design. — Austin, 
Luce & Co, 59 College Road, Harrow, 
Middlesex (Tel. (Sales) Northwood 24326). 
PAYCON TABLES of N.L contributions 


from 1948. Invaluabie for reference, 5s 6d 


post free. C.W.O. — Paycon, 47 Eaton Rise, 
London W5. e 

THE NORTH LONDON SECRETARIAL 
SERVICE specializes in duplicating accounts 
to brief size for practitioners. Professional 
confidence guaranteed. Prompt postal service. 
— Tel. 01-808 0680 (answering service). 

UP TO 30 PER CENT DISCOUNT on 
branded carpets. Wiltons, Axminsters, Orien- 
tals. Tufted. £200,000 carpets on display in 
our exclusive London and provincial show- 
rooms. All makes available with full manufac- 
turers’ guarantees. Free delivery U.K. No im- 
perfect goods sold. Expert fitting service 
available most areas. Write stating require- 
ments or for introduction to showrooms in 
most main cities. Quote ref. A.C. — Dodson- 
Bull Carpet Co Ltd, 5 & 6 Old Bailey, Lon- 
don EC4, Tel. 01-248 7971 (ten lines), also at 
83-99 Blackett Street, Newcastle upon Tyne, 
Tel, 20321/21428, 55/61 Lever Street, Man- 
chester, Tel. 061-236 3687/8/9, 268 Old 
Christchurch Road, Bournemouth, Tel. 21248. 





STOCK VALUERS 


ORRIDGE & CO 


F.S.V.A. 
Incorporated Valuers 


Dacre House, Dacre Street 
Victoria Street, London SW1 
01--799 6433/6 


VALUERS AND STOCKTAKERS 


Countrywide Service 
Valuations for Audit, Sale or Probate 
Business Transfer Agents 
Offices: Liverpool, Birmingham, 
Swansea, Bournemouth. 


Established 1846. 
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THE JOHN CHURCHILL 
ORGANISATION 


Stock-taking and valuation staff available 
throughout the United Kingdom. 
Distributive and industrial stocks 
inventorised and valued for audit, probate, 
merger verification purposes. 
Stock «control card record systems 


checked and corrected periodically or 
perpetually. 


JOHN CHURCHILL & CO 
F.S.V.A. 


INCORPORATED VALUERS 
Head Office 
155 HIGH ST, BROMLEY BR1 1]E 
Tel. 01-460 8601/9220/5550 





BUSINESS PREMISES 


AVAILABLE CAPACITY for invoicing, 
statements, accounting, credit control, etc. 
Also walk-in furnished equipped self- 
contained office with telephone with or 
without secretarial service and garage. - 
01-229 9251 or Box AC 3984. Also telephone 
message service. 

G WILLIAM STREET OFFICE, 240 
SQ. ft on separate floor to let by City firm. 
Telephone/secretarial/audit staff services 
available, if required, — Telephone M, G. 
Hart, 01-626 4271. 
TOLWORTH OFFICE PREMISES ready 
for immediate occupation, main road posi- 
tion, approximately 350 sq. ft. Divided into 
three rooms. Rent £208 per annum. Newly 
decorated and re-wired. Price £800 to include 
new fitted carpeting and office furniture. — 
Telephone 01-642 4899. 


SALARIES 
AND LOCATIONS 

Advertisers are invited to state in 
their advertisements the approxi- 
mate salary range that-they are 
prepared to give or require, and 
also their geographical location. 

This will greatly assist those 
who propose answering advertise- 
ments and possibly avoid much 
unnecessary correspondence be- 
tween advertisers and applicants. 








These advertisements were received too 
late for inclusion in the normal columns 


this week. 





OFFICIAL NOTICES 





CITY OF LONDON 
COLLEGE 


À constituent college of the proposed City 
of London Polytechnic 


INSOLVENCY AND THE LAW 
4 seminars on Tuesdays 
April 28th-May 19th, 1970 
5,30 p.m. — 7 p.m. 


Details from The Secretary (Room 102), 
SE of London College, Moorgate, London 


Telephone 01-606 8112. 


+ 





° OFFICIAL 
APPOINTMENTS 


NORTH-WEST METROPOLITAN 
REGIONAL HOSPITAL BOARD 


ACCOUNTANT required to have direct 
charge of Accounting Section of Treasurer's 
Department. The post offers particularly 
varied experience in all aspects of the work 
of a regional board and its dealings with 
Hospital Management Committees. A 
recognised accountancy qualification arftl/or 
suitable experience an advantage. 


Principal Administrative Assistant grade ~ 
£1,970 (approx.) — £2,410 (approx) in- 
cluding London Weighting (further award 
in October 1970). 


Application forms and further particulars 
from the Secretary, North West Metro- 
politan Regional Hospital Board, 40 East- 
bourne Terrace, London W2, quoting 
reference 161 returnable by April 24th. 





UNIVERSITY OF QUEENSLAND 
Australia 
LECTURER IN ACCOUNTANCY 


Applicants should hold an appropriate 
Honours degree‘or higher qualification. 
Professional and teaching experience are 
desirable but not essential. The appointee 
will be encouraged to undertake research. 

The salary will be within the range 
$A5,400-$A7,300 per annum. (Salaries are 
currently being reviewed.) 

The University provides Superannuation 
similar to F.S.S.U., housing assistance, 
study leave and travel grants for a per- 
manent appointee of Lecturer status and 
above. 

Additional information and application 
forms will be supplied upon request to the 
Secretary-General, Association of Common- 
wealth Universities (Appts), 36 Gordon 
Square, London WCI. 

Applications close in London and Brisbane 
on April 17th, 1970. 





SITUATIONS VACANT 
PUBLIC PRACTICE 





AVOID COMMUTING 


Chartered Accountants in Surbiton 
(near Station) require experienced 
Senior Assistant to manage section of 
varied and progressive Practice. Salary 
upwards of £2,000 per annum for 
successful applicant. Optional Pension 
Scheme. Preference given to young 
Chartered Accountant suitable for 
eventual admission as Partner, 





A RAPIDLY EXPANDING firm of chartered 
accountants (Holborn) require senior and 
semi-senior audit clerks. Interesting and 
varied experience offered with top salaries. 
and prospects for men with initiative. — 
01-278 5518-9, 

HARROW  CHARTERED  ACCOUNT- 
ANTS require semi-senior or senior clerk 
to assist partner in varied practice. Some- 
travelling. Excellent future prospects to a 
suitable applicant and competitive salary- 
according to experience. — Write with 
particulars to Box HC 4022. 





HUDDERSFIELD CHARTERED AC- 
COUNTANTS require a young Char- 
tered Accountant or final student out of 
Articles as assistant to a senior partner. 
The practice covers a wide range of 
work including limited companies, some 
incomplete records and insolvency 
work. 


The firm has seven partners and two. 
branch offices and there are real part-. 
nership prospects for a man who wishes. 
io make his career in the profession. 


Replies to Revell, Ward & Co, 
Chartered Accountants, Norwich Union. 
House, 26 High Street, Huddersfield, 
~ Telephone. Huddersfield 23151. 





CER M Le SPUR REG TE DP S MEET ee 


ARTICLED CLERKS 





CHARTERED  ACCOUNTANTS (City) 
have vacancy for an articled pupil. Personal; 
supervision of principal. - Box CA 4023. 
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SMALL PRACTICE requires ambitious, young, newly- 
qualified C.A. Direct responsibility to clients, and every 


opportunity will be given to express individuality. 


~ 


Y 


Keenness essential. Prospects exceptional. 


Apply Sole Partner, D. Bacon, Bacon & Co, 3 Queen 
Street, Mayfair, London W1X 7PH. Tel. 01-629 4484. 





MANAGEMENT ACCOUNTANT 


Increasing activity in a new subsidiary company has led to the 
requirement for a Management Accountant. This is an attractive 
opportunity for a young man to gain experience in a small manage- 
ment team. 


The successful applicant is likely to be under 30 and to be an 
A.C.W.A., but any candidate with suitable qualifications or 
experience will be considered. Costing experience in a manufactur- 
ing industry is desirable. 


Responsibility will be directly to the Managing Director. Duties 
will include the operation of standard cost and budgetary control 
systems, evaluation of plans and investment projects including 
R. & D., and advising management on commercial matters includ- 
ing pricing. 

Salary will be according to age and experience. The company 
gives luncheon vouchers and a bonus, and runs a contributory 
pension scheme. Salaries are revised regularly in relation to 
performance. 


Apply in strict confidence to: 


Mr J. A. Rundall 
Personnel Manager 
W. & R. Balston Limited 
Springfield Mill 
Maidstone, Kent 


Tel. Maidstone 61681 


CHIEF > 
ACCOUNTANT 


required for a large manufacturing company located in 
Northern Ireland. He will be responsible for the prepara- 
tion of monthly and annual accounts, annual budgets 
and long-range forecasts. He should have had experience 
of standard costs/flexed budgets and be able to control 
and organise the work of a department over 100 strong. 


_ Salary between £4,000-£4,750 per annum with 
usual fringe benefits. Age 35-45 with either Chartered, 
Certified or Cost and Works qualification. Assistance 
will be given with relocation expenses. 
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SENIOR STAFF APPOINTMENTS 
20 Dover Street, Piccadilly, London W1 


TAXATION, - SEI. Commercial company seek young man wishing to specialise. 
Inter. A.C.A. or ex-Inland Revenue, £1,500-£1,700. Similar position also in medium- 
sized firm of Chartered Accountants. WC2 area. 


ACCOUNTANT - Middlesex. Senior man, aged 30-45, required by well-known group. 
Investment experience useful, plus good general Accountancy background. Salary 


circa £2,600. 


INVESTMENT ACCOUNTANT. — International company seek man with experi- 
ence of investments gained through Merchant Banking. 30-40 age group. Salary 


£2,000 to £2,250. London based. 


Many other vacancies in commerce, industry and profession. 


Applications in confidence to: 


Mrs B. Davis 
20 Dover Street 
Piccadilly, London WI ` 


01-4 


93 5591 








COMMERCE 
AND INDUSTRY 





A NUMBER of rewarding vacancies avail- 
able in Surrey for qualified accountants. 
Cost and Works and Financial. ~ Please 
contact Ronaid H. Plowright, Personnel 
Selection, Norfolk House, Pannells Court, 
Guildford. Tel. 65353/5. 

YOUNG QUALIFIED ACCOUNTANT 
(under 35), A.C.A., A.C.W.A. or A.C.C.A., 
required for a medium-sized Company 
manufacturing rubber and allied com- 
ponents for the Automotive Industry. 
Candidates must have all-round experience 
of modern accounting including standard 
costing and budgetary control and be able 
to assist in developing improved control 
systems. Salary negotiable but not less 
than £2,000 p.a. - Please write giving 
relevant details to: The Personnel Manager, 
Miles Redfern Ltd, London Road, Dun- 
stable, Beds. 





ARTICLES REQUIRED 


‘For Articles Vacant, see after Situations 
Vacant, Public Practice. 





A B.COM. from Pakistan (27), preliminary 
exempted with five years’ accounts experi- 
ence, seeks articleship anywhere in England. 
— Please write to Box AB 4027. . 

A MALAYSIAN CHINESE (22), with preli- 
minary certificate (one ‘A’ and nine 'O' 
levels) seeks articleship (five years) with a 
chartered ` accountant's firm. Available 
immediately. ~ Please write to S. M. Lee, 
49 Gloucester Avenue, London NW1. 


MALAYSIAN CHINESE (23), with two ‘A’ 
and four ‘O’ levels seeks four years’ articles 
with London C.A,s. Preliminary exempted, 
Available immediately. — Please write to - 
L. C, Teh, 32 Quernmure Road, London N4, 


TRANSFER OF ARTICLES sought by 
Pakistani graduate. Just completed nine 
months’ articled clerk’s course at City of 
London College. S. M. Kamal, 676 Finchley 
Road, London NWI1. 


PARTNERSHIPS 
AND PRACTICES 








ACCOUNTANTS, London WC1, old, 
well-established firm (two partners) seek 
merger or suitable additional partner with 
2 and/or modest capital. - Box AL 


CHARTERED ACCOUNTANTS, London 
EC2 (five partners), G.R.F. £100,000, seek 
association with smaller firm to share staff 
and accommodation. The services of partners 
and managers would be available. — Replies 
in strictest confidence, Box No. H.849, c/o 
SM Judd Limited, [A Bow Lane, London 


PROGRESSIVE FIRM has vacancy for 
qualified senior leading to partnership in 
three years, when partner is due to retire, for 
Branch Office in London Borough of Haver» ` 
ing. Good working conditions in modern 
office suite. Applicant should preferably be 
under 30 years of age, able to work on his 
own and instruct staff. ~ Write, giving full 
details of age, experience and salary expected, 
to Box PF 9215. 


CONDITIONS OF ACCEPTANCE OF CLASSIFIED 
ADVERTISEMENTS 


The publishers cannot guatantee insertion on any specified date, - 
but every effort is made to comply with advertisers’ requirements. 


The publishers will not be held liable for any loss occasioned by 
the failure of any advertisement to appear from any cause whatso- 
ever, 


The publishers wil! not accept responsibility for printing errors 
which may appear or for any consequences arising therefrom. 


Box number addresses must not be used for the receipt of original 
documents, goods or payments of any kind, nor are they available 
for the distribution of canvassing matter. Any letter is liable to be 
opened for examination of its contents. 


The right is reserved to refuse, cancel, suspend publication, or alter 
any advertisement which in the opinion of the publishers does not ' 
conform with recognized professional standards. 
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Thoughts on the Budget 


IVI R JENKINS 1s a man under multiple pressures at this time. 
TUnder the shadow of the coming General Election he is faced 
with the almost impossible task of bestowing largesse for political 
reasons, while at the same time consolidating the improved state of 
the economy. Added to this are the mounting demands for simpli- 
fying the tax system and increasing incentives. 

What are the dangers of now providing too great a stimulus? 
Often the long-term consequences of a political move are exactly 
the opposite of the short-term effects, and although an easy 
Budget might initially lead to an early expansion and reduce 
unemployment, the later result is likely to be further restraint and 
more unemployment. And in any event current trends indicate 
that spending, in both the public and private sectors, is likely to 
escalate without the benefit of a Budget boost. 

Assuming the Chancellor bows to the political need to increase 
electoral support by fiscal concessions, it is interesting to speculate 
how he will do it. The essence of the problem facing any Chan- 
cellor in this situation is (let us be frank) to appear to be munificent. 
Not exactly to con the people — no politician would ever do that, 
surely — but to give a little away under the guise of giving a great 
deal away. 

Last year Mr Jenkins met this problem skilfully by increasing 
the personal allowance and simultaneously adjusting reduced rate 
relief downwards, so that the higher allowance benefited only the 
low-income people. This enabled him to make the impressive 
statement that he was relieving over one million people from 
paying income tax. But the actual benefit to each individual 
affected was, of course, very modest indeed — about 5s per week at 
most. 

The method was ingenious,.and Mr Jenkins may well be 
tempted to use it again this year. He may even combine it once 
more with that other inexpensive device for restricting benefits 
only to the lower-paid workers — raising family allowances and at 


: the same time reducing the child relief for those who receive the 


extra allowances. 

It is also possible that, for electoral reasons, he may eliminate 
earned income relief for income tax purposes and compensate for 
this by reducing the standard rate of earned income. This would 
make it clear to the average taxpayer that his top rate of income tax 
is not 41} per cent, as he thinks it is, but only 32 per cent. 

In what is likely to be a pre-election Budget, it is perhaps too 
much to hope that next week the Chancellor will cut the top rates 
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of surtax. However, in his Budget speech last year 
Mr Jenkins indicated that he would give priority to 
reducing the tax burden on high earned incomes. It 
is. possible that he will do this either by raising the 
surtax ‘special allowance’ for earned incomes, or by 
extending the present earned income relief above its 
present limits. | 


It 1s dificult to admire the political courage of. 


successive governments on the question of the con- 
fiscatory levels of surtax. This matter is basic to the 
whole subject of tax reform. One of the main reasons 
for the need to reform is that the law is too complex; it 
is too complex partly owing to the anti-avoidance 
rules, and these provisions are necessary because the 
penal surtax rates invite tax avoldance. Everyone 
recognizes that the top rates can be pruned at a very 
small tax cost to the Government. The obvious remedy, 
therefore, is to cut the rates; this would lessen the 
incentive to avoid tax and therefore remove the need 
for complicating the system with 'police rules'. 

An additional benent, which is almost impossible to 
measure, is that entrepreneurs and managers who now 
restrain their efforts because of the fiscal disincentive, 
would be encouraged to increase their activities and 
output. It is almost unbelievable, in purely economic 
terms, that no Chancellor has in this respect put the 
national interest before the party interest. 

'The Confederation of British Industry has suggested 
an ultimate overall tax limit of 50 per cent on income. 
This may be expecting rather too much, but a drastic 
reduction of the higher surtax rates 1s long overdue. 

Quite apart from the question of confiscatory tax 
rates, the Chancellor has been under mounting pressure 
to reform the tax system generally. The word ‘reform’ 
in this context smacks of a crackdown: of closing loop- 
holes and discouraging abuses. This was certainly the 
focus of the House of Representatives in the United 
States when considering the Tax Reform Act of 1969. 
Yet, oddly enough, when the Act went on to the Senate 
floor it became almost a cornucopia. Numerous 
amendments to give greater benefits were introduced, 
and although some of these were later cut down by 
the Conference Committee, some of the benefits 
remained, e.g., the increased personal exemption and 
higher standard deduction. The Tax Reform Act of 
1969 is now known as the ‘Christmas Tree Act’. 

Any further anti-avoidance legislation in the United 
Kingdom, however, would complicate things even 
more. The basic need is to simplify the system and to 
remove anomalies. The Income and Corporation 
Taxes Act is a move in the right direction, and the 
indications are that the Government is now more 
sympathetic towards this purpose than it has been 
in the past. At any rate, it is significant that 
the accountancy bodies are now actively engaged 
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with the Revenue in discussions towards this end. 

It is rs years since the Royal Commission on 
Taxation reported that the system urgently needed 
reform. Since then, little has been done, apart from 
piecemeal amendments. The qualities of a tax should 
be such that it is equitable, easily understood, simple 


to administer, cheap to collect, and places only a small 


disincentive on effort. How many of these qualities 
does the present system have? 

The real answer to the problem is that a new 
philosophy of taxation needs to be developed in 
Britain, which will ultimately lead to a systematic 
programme of reform. It is unlikely that the Chancellor 
will introduce any radically new tax principles in this 
Budget, but even so there are certain amendments he 
could make which would simplify the system. 

He could, for example, repeal the betterment levy 
and short-term gains provisions, allowing these to fall 
within the existing capital gains tax framework. This 
has, in fact, been recommended by the Institute of 
Taxation. One wonders if the Government will ever 
have the courage to compare its betterment levy 
collections with what it could collect as capital gains 
tax on the same transactions. 

Mr Jenkins could remove a large administrative 
burden from the Revenue by allowing a ‘standard 
deduction’ (as a percentage of earnings with an upper 
limit) to replace detailed expense claims under 
Schedule E. Itemized deductions could still be ad- 
mitted if they exceeded the standard deduction, but 
in general a great deal of pointless argument between 
taxpayer and Revenue would be avoided. This system 
is used successfully both in the United States and on 
the Continent. 

What else can Mr Jenkins do to lubricate the tax 
machine? In the case of capital gains much tedious work 
is involved — and often professional fees incurred — 
before a taxpayer knows whether he has a chargeable 
gain or not. A gain of up to £ so in a tax year is exempt 
but the work still has to be done to determine whether 
the gain is more or less than £ so. Surely it would be 
simpler to base the exentption on a disposal value (say 
£1,000 per year) rather than: on the gain itself, which 
must be calculated. 

It is clear, therefore, that even though Mr Jenkins 


is unlikely to simplify the system in any fundamental 


way this year, he can go some way towards doing so. 
Whether, however, he will be governed more by 
political motives remains to be seen. 

One thing he has definitely indicated is that he will 
amend the tax provisions concerning pension schemes 
(Hansard, February 26th, written answers, col. 405). 
These amendments alone will probably give the 
Revenue and most accountants enough meat to chew - 
on for the next year. 
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may limit the operation of the principles of natural 


^ justice’, said counsel. 


Current 
Affairs 





Pergamon Inspectors' Powers 
Challenged 


HIGH COURT judge was asked on 'Tuesday to 

rule that Labour MP, Mr Robert Maxwell, must 
answer questions by Board of Trade Inspectors 
investigating the affairs of Pergamon Press Ltd. Mr 
Maxwell, former chairman of the company, and other 
directors, have refused to answer the questions without 
certain procedural safeguards. 

Mr Edgar Fay, Q.c., for the Board of Trade, told 
Mr Justice Plowman that Mr Maxwell's solicitors 
had written to the two inspectors saying that his 
refusal to answer questions should not be construed 
as a withdrawal or qualification of his undertaking to 
co-operate fully with the inspectors. 

Mr Fay said that the Board of Trade was acting 
under powers conferred by the Companies Aci, and 
the present proceedings were against Mr Maxwell; 
Mr Cecil Thomas Clark and Mr Edwin Sidney Street, 
past directors; Mr Gilbert Frank.Richards, Mr Eric 
Joseph Buckley and Mr Antony John ‘Wheaton, 
directors. 

Since the proceedings esas Mr Buckley and Mr 
Wheaton had agreed to answer questions, and the 
only issue concerning them would be that of costs. 

"We invite the Court to indicate that the inspectors’ 
questions must be answered jn accordance with the 
provisions of the Companies Acts. We say broadly 
that it is wholly inappropriate to seek to tie an investiga- 
tion of this nature by undertakings as to the procedure 
to be followed’, said Mr Fay. 

Mr Morris Finer, Q.c., for Mr Maxwell, said he 
believed it was the first time that a Court had been 
asked to decide whether the notion of fair play applied 
to a Board of Trade inspection or whether the Com- 
panies Acts had destroyed rights, freedoms, and safe- 


guards which were woven into the fabric of life in this ° 


country. 

"We recognize that there are serious and weighty 
considerations which, having regard to the nature of 
the investigatory procedure and its public purpose, 


et 


The hearing continues. 


Scottish Institute's New President 


R G. D. H. DEWAR, c.a., was elected President 

of The Instituté of Chartered Accountants of 
Scotland for 1970—71 at the annual general meeting of 
the Institute held in Edinburgh last Friday. 

Mr Dewar, who is the 
senior partner in the Glas- 
gow office of Peat, Marwick, 
Mitchell & Co, has been 
closely concerned . with 
many aspects of the 
Institute's work for many 
years. For some years from 
1950 he was a lecturer at 
the — Institute's tutorial 
classes in Glasgow and 
subsequently he served on 
the Institute's Examining 
Board. Perhaps, however, 
his greatest contribution 
to date to the Institute's educational activities has been 
his convenership of the Special Committee on Edu- 
cation and Training which sat from 1964 to 1966 and 
whose report was implemented almost immediately. 

Mr Dewar was one of the Institute's witnesses before 
the Jenkins Committee on Company Law Amendment 
and the breadth of his interest 1s shown by the fact that 
the Institute's Committees on which he has served 
include those on education, on Institute policy and on 
the future of the accountancy profession. Another heavy 
commitment was his convenership of the Institute's 
Summer School Committee from 1959 to 1962. 

After apprenticeship with the late Mr William 
Walker, C.4., of Peat, Marwick, Mitchell & Co, Mr 
Dewar passed his Final examination with distinction 
in December 1939 and was awarded the Sir John Mann 
Prize. From 1940 to 1946 he served first in the Highland 
Light Infantry and then in the Royal Army Service 
Corps. Having rejoined Peats in 1946 he became a 
partner in 1949 and senior partner in Glasgow on 
Mr Walker's death in 1958. 

Mr Ian T. Morrow, Companion LE.E.(HON.), C.A., 
F.C.W.A., A.T.L.I., who was admitted to membership in 
1936, was elected Vice-President for 1970—71: he has 
been a member of the Council of the Institute since 1968. 

Mr Morrow was for some years a partner in the firm 
of Robson, Morrow & Co, of London, and is now 
managing director of UK Optical and .Industrial 
Holdings Ltd, chairman of Crane Fruehauf Trailers 
Ltd, chairman of Associated Fire Alarms Ltd, and a 
director of Shipping Industrial Holdings Ltd and of 





several other companies. 


He was President of The Institute of Cost and Works 
Accountants in 1956-57 and is a founder member of 
the British Institute of Management. 
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Important Moves on Professional 
Education 
IR WILLIAM SLIMMINGS' presidential ad- 


dress at last week's annual meeting of The Institute 
of Chartered Accountants of Scotland is reproduced 


in full on another page. Whilst this predictably . 


includes a reference to Scottish participation in future 
plans for the profession, it is the Institute's plans for 
the co-ordination of its pre- and post-qualifying 
education programmes which attract the most attention. 

The Scottish Council has decided to issue, as an 
exposure draft, the report of the Institute's North 
Berwick conference on professional education so that 
members, students and other interested parties may 
have full opportunity to comment on the policy for 
future years. An Education Trust which will embrace 
all the Institute's educational activities has been set 
up, although full consideration of its activities and the 
funds needed to endow it must await the outcome of 
the integration proposals. This demonstrates the 
Scottish Institute's belief that education is a continuing 
process which does not cease with qualification, and 
the Council rightly affirms its determination ‘not 
merely to maintain our present high standards, but 


` . to enhance them’. 


This follows the establishment earlier this year of 
the Advisory Board of Accountancy Education (The 
Accountant, March 12th) in which the Scottish Insti- 
tute is an active participant together with the other 
- recognized bodies of accountants. A reference to the 
Board’s establishment and terms of reference was also 
made be the President of the English Institute, Mr 
R. G. Leach, C.B.E, F.C.A., at last week's annual 
dinner of the Birmingham and West Midlands Society 
of Chartered Accountants, reported elsewhere in this 
issue. 


Death of Lord Latham 


ORD LATHAM, gert, F.A.C.C.A., accountant and 
public administrator, died in London last Tuesday, 
aged 81 years. 

President of The Association of Certified and 
Corporate Accountants from 1951 to 1954, he was a 
member of the Council for many years, and repre- 
sented the Association on numerous committees. 
For eight years, from the time of the inauguration of 
The Accountant Annual Awards in 1954, Lord Latham 
was a member of the Panel of Judges for the Awards 
and took a keen interest in encouraging the 1 SSES 
ment of company reporting. 


His elevation to the peerage in 1942 was an acknowl: 


edgement of his long and devoted public service, 
and he will be remembered for his leadership of the 
London County Council and as chairman of the ' 


London Transport Executive. As a peer, he strongly. 


opposed in the House of Lords the creation of the 
Greater London Council. 
Despite Lord Latham’s eminence as a public figure, 
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it is a pleasant professional reflection that in the first 
place he was an accountant, and at the time of his 
death was a consultant to the firm of certified account- 
ants be founded, and which bears his name. 

An obituary appears on page 539. 


Sudden Death of Former Scottish. 
President 


R IAN MARSHALL, a past President of The 
Institute of Chartered Accountants of Scotland, 
died suddenly while playing golf last Sunday. He had 


. been present at the Institute's annual general meeting 


last Friday, as well as at the dinner for Council 
members that 'evening, and was in apparent good 
health — certainly he was in good spirit. He was 69. 

Robert Ian Marshall, B.COM., C.A., qualified in 1924 
and after serving with Deloitte, Plender, Griffiths & 
Co in London, he became a partner in the Edinburgh 
firm of Dewar & Robertson. The firm later amalga- 
mated with Graham, Smart & Cannon, of which he 
was senior partner at the time of his retirement from 
practice about two years ago. He was auditor of the 
Scottish Institute from 1952 until 1956 when he was 
elected to the Council, and was President in 1958-59. 
Mr Marshall held a number of directorships in which 
he continued to be actively interested after his retire- 
ment. 

He died, as he would have wished, playing the game 
he-loved so much. For he was a keen golfer, having 
been Captain of the Babarton Club, and at the com- 
petitions of the Honourable Company of.Edinburgh 
Golfers he was always a competitor to be reckoned 
with. 


National ‘Insurance’ or Public 
Charity ? 
E ee 'abuse' of unemployment benefits by 
those who retire on occupational pensions between 
the ages of 60 and 65 and who have no intention of 
resuming employment, 1s the target of new regulations 
laid before Parliament this week. These provide for 
unemployment benefit to be reduced by 15 a `week for 
every Is by which the occupational pension exceeds 
£15. Anyone in receipt of an occupational pension 
exceeding £25 weekly will be refused unemployment 
benefit unless he has worked for 26 weeks after leaving 
his pensioned job during the rz months before his 
claim. 

Readers may recall that the August 1969 Progress 
Report of the Department of Economic Affairs (The 
Accountant, February sth last) included social security 
contributions amongst taxes: the new regulations 
represent a further inroad upon the theory that un- 
employment and other benefits are purchased by contri- 
butions and are therefore available as of right. Rejecting 
this argument, the National Insurance Advisory 
Committee (which received 3,349 representations 


—(—— rea rr 
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against the draft regulations — ‘by far the greatest 
number we have received on any subject’) points out 
that the national insurance scheme derives part of its 
income from general taxation. One member of the 

committee, Lord Collison, dissents strongly from the 
majority view which he regards as introducing a 
‘completely new concept of an incomes test into social 
security benefits. 

It is hardly surprising that the new regulations 
(which will come into force, if approved, on September 
7th next) should have been attacked in several quarters 
as discriminatory, in that they take no account of other 
‘abuses or of means other than occupational pensions. 
In particular, the Council of Bank Staff Associations, 
representing 70,000 members, asserts that under 
continuing inflation ‘it is now only a question of time 
before every occupational pensioner who retires at 60 
will be deprived of the unemployment rights for which 
he has contributed over a working lifetime’. 


Pricing of Government Contracts 


OLLOWING the Ferranti episode in 1964, the 
Lang Committee recommended that until a price 
was agreed, the appropriate Ministry should have 
‘equality of information’ with the contractors. This 
report did not, however, formulate any clear principles 


for the definition of a fair price — a deficiency which. 


The Institute of Cost and Works Accountants’ first 
memorandum on “The Pricing of Government Con- 
tracts’ (The Accountant, July 9th, 1966) sought to 
make good. 

Agreement was reached between the Government 
and representatives of industry in August 1968 upon 
a revised profit formula for non-competitive contracts, 
but in its ‘Second Memorandum on the Pricing of 
Government Contracts’, now published, the Institute 
draws attention ‘to certain aspects of this agreement 
which may not have been fully appreciated at the time 
when negotiations were concluded’. 

The revised formula of August 1968 was intended 
to give an average return equal to that earned overall 
by British. manufacturing industry in recent years. 
This was initially calculated at 14 per cent (before 
interest and taxation) over the'years 1960-66 inclusive, 
although subsequently derated to 134 per cent. 

The ICWA contends that conditions obtaining 
during the basis period of the revised formua ‘are 
quite incompatible with those obtaining after February 
25th, 1968, when it came into use for pricing purposes’. 
This particularly applies to the changes.made in the 
corporate tax structure in 1964 and to the replacement 
of investment allowances by investment grants which 
— according to government accounting conventions — 
are taken in reduction of costs and hence of prices. 

Taking into account the present high cost of finance 
and the continuing effects of inflation, the Institute 
has calculated that a rate of 134 per cent return on 
capital employed, before interest and taxation, repre- 


ACCOUNTANT 


509 


sents in real terms a 5 per cent net erosion of the 
contractor’s assets. It also remarks adversely that 
"Despite the fact that capital employed is a critical 
base line for profit measurement and pricing, there 
has not yet been a joint review of government account- 
ing conventions relating to it’, and it warns that, in the 
absence of considerable understanding on both sides, 
‘contractors and government representatives could be 
facing many years of increasing frustration’. 


Income Tax Consolidation 


HE Income and Corporation Taxes Act and the 
Taxes Management Act, which received the Royal 
Assent on March i2th and were discussed in The 
Accountant of March 19th, have now been published 
by HM Stationery Office, price £2 16s and 8s 6d 
respectively. 

They contain the substantive statutory provisions 
relating to income tax and corporation tax, and in this 
respect complete the consolidation work which began 
with the Capital Allowances Act 1968. 

‘So far as corporation tax on capital gains is con- 
cerned, the Income and Corporation Taxes Act sets 
out those provisions which relate specially to com- 
panies. Since the capital gains tax statutes have not 
been consolidated on this occasion, however, the Act 
does not contain those capital gains provisions which 
apply both to companies and to individuals. 

The Taxes Management Act contains the main 
provisions about administrative and procedural matters, 
such as appeals against tax assessments. This Act 
covers capital gains tax as well as income tax and 
corporation tax. 

The material contained in the consolidation derives 
from the Income Tax Act 1952 and some 20 later Acts, 
mainly Finance Acts. The new Acts are strict con- 
solidation measures. That is, they reproduce the effect 
of the existing statute law without any alterations. The 
benefit to the user lies in having the many changes in 
the law made over the last 18 years incorporated into 
a new unified text. The Acts came into effect for the 
new tax year which began on April 6th. 


Problems of Recruitment 


REPORT published this week by the English 
Institute centres attention on the shortage of 
articled clerks in 1967, the effects of which are, of ` 
course, continuing to be felt. The report, entitled 'A 
Survey of Recruitment of Articled Clerks', 1s based 
on a questionnaire distributed in February 1967 to a 
25 per cent sample of all practising members in Great 
Britain and Ireland, and on a further questionnaire — 
on salaries only — to those offices which replied to the 
first. This inquiry showed 'a widespread shortage of 
articled clerks in all parts of the country', which is 
quantified at about 5,000. 
Although the notion that 'the profession provided a 
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dull range of work' was a Lët to recruits, the 
inquiry indicated that 'the principal reason for the 
shortage of articled clerks in 1967 was the low levels 
of salary paid during articles compared with salaries 
offered in other employment’. (On the other hand, 
there 1s independent evidence that salaries of qualified 
accountants in the 22-25 age group compare very 
favourably with those of their contemporaries in other 
callings.) 

Offices pursuing a high salary policy appear to have 
very few recruitment problems, and the need for a 
new approach to salaries is made more urgent by the 
' declared intention to raise the minimum educational 
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standards for entry into articles. The DE of 
salaries paid to articled clerks in different areas shows 
wide differentials, the maxima in Liverpool and the 
north-west being noticeably lower than elsewhere at all 
levels. At the same time, in certain districts the small 
number of replies may mean that the salaries shown 
are unrepresentative. Surprisingly, the survey elicited 
two firms (one each in London and Birmingham) 
reported to be paying a three-year De, graduate) 
articled clerk less than £350 p.a. in his final year. 

Apart from salaries, the present reliance on corre- 
spondence courses in default of full-time training is 
seen as burdensome and. unsatisfactory. 





THIS IS MY LIFE 


Functions of 
the Job 


by An Industrious Accountant 


TEE managing director, it will be recalled, had 
asked me for a draft job specification for the post of 
company secretary/chief accountant, so late in the 
evening when my toil-worn staff had gone, I settled 
down to the task, alone and undisturbed. No trivial 
telephone call, no petty inquiries, could be per- 
mitted to disturb my concentration. Like Michael 
Angelo carving his David out of a marble block, I had 
to fashion my replacement out of insensitive platitudes. 

The platitudes were Prinny's. He had obligingly 
furnished me with a skeleton layout of what he con- 
sidered appropriate headings for a basic questionnaire. 
He hadn't been asked for it, but he's one of these old- 
fashioned personnel directors whose basic instinct is 
to try to subtly structure the other man's thinking. 

Oddly enough, we've never had a job specification 
for this particular post. We have plenty of them, in 
verbose over-proliferation, for salesmen and main- 
tenance engineers, shirt-factory travellers and so on, 
but the secretary's qualifications and functions are like 
the British constitution — all the more imposing and 
high-minded because it's never been written down in 
black and white. 

After all, the three leading items which spring to 
mind are the preferred age, the desirable professional* 
qualifications, and the degree of expertise gained in 
previous business experience. But these three are 
capable of a wide range of permutations ... young, 
well-qualified, but without seasoning in the hot 
rigours of. factory .in-fighting; or middle-aged, un- 


qualified, but a veteran of industrial campaigns ... the 
changes can be rung indefinitely. Still, merely to 
stipulate that the new candidate’s record seemed to 
justify reasonable expectations that he could do the 
job, was obviously a Ge both nebulous and 
unquantifiable. 

Personally, I've changed jobs more than once since 
I left professional practice, but I’ve never yet been 
shown a specification. 

Prior to my selection here, the directors quizzed 
me in two long interviews about my auditing back- 
ground (which sounded good but wasn't, because my 
firm had been old-fashioned and over-rigid) and my 
secretarial experience (which was good but difficult to 
explain because of its varied range) I had admitted 
that my taxation knowledge was patchy, mostly con- 
sisting of arguments over non-allowables, at which 
they had tut-tutted and made ominous notes on their 
pads. But, in fact, our auditors had done a first-class 
job on our computations for years, and all that was 
necessary was to keep in touch with their tax specialist. 

My insurance background had been better than 


average, due to cutting my teeth on some practical 


problems in the past, but we had a suave-spoken broker 
who. hadn't missed a trick over the years. The directors 
rather doubted his ability, however (chiefly because bis 
best efforts had failed to prove that tbe telegraph pole 
had backed into the chairman's car), and wasted a lot 
of time exhorting me to keep the screw down on him. 

The area in a large company where the pay-off can 
sometimes be startling is actually in systems and 
methods. In my experience a newcomer with a flair for 
the analytical work-study approach can put a long- 
accepted procedure into a new perspective with 
dramatic results. The indignant ‘well, we've always 
done it that way!’ can crumple into foolishness. . . . 
But it's scarcely possible for directors to measure 
improvements in advance; nor can a mandate to the 
newcomer to 'clean up the present mess' be seen as an 
example of test. 

It was late. The specification was unwritten, the 


questionnaire was blank. I went home. ` 
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‘Whom the Gods would Destroy 


Governments prefer a little inflation to large-scale social 
disturbance. — Viscount Chandos. 

Inflation 1s caused by excess spending. — Sir Ralph Hawtry, in 
evidence before the Radcliffe Committee. 

The simplest way to stop inflation is to stop prices rising. — 
Lord Robens. 


R ROY JENKINS will present his third Budget on 
April 14th with the conviction that his drastic squeeze 
and swingeing taxation have dragged back the British 
economy on to the narrow path of solvency and rectitude. 
With a confidence derived from having far exceeded his 
targets for balance of payments surplus and repayment of 
debts, he has made clear his view that Britain could — 
and should in case of need — accept a deterioration of up to 
£1,000 million in our balance of payments, if given the 
opportunity to join the EEC on acceptable terms. 
After dreary years of balance of payments deficits, the 
sight of the first quarter’s surplus (third quarter of 1968) 
inspired an ebullient New Year message: 


‘1968 has been the only year in the past decade during 
which we had 4 per cent growth and an improvement 
in the balance of payments.’! 


that should be forgiven; even though that first balance 
resulted from the foreign acquisition of another chunk 
of British industry, and the Treasury 4 per cent growth 
mirage (first revealed to Mr Reginald Maudling in 1963) 
dissembles the Treasury responsibility for our current 
economic malaise. 

Although his latest public expenditure White Paper is 
related to a smaller (3 per cent growth) mirage, Mr Jenkins 
(in his pre-Budget talk to Labour MPs) indicated some 
apprehension of reality (a reported growth of r$ per cent only 
for 1969) by stating that: 


‘his overwhelming objective must be to attain the highest 
sustainable rate of growth’. 


But, in his otherwise commendable contribution to the 
recent Parliamentary EEC debate, he seemed blissfully 
unaware of the transient nature of the balance of payments 
surplus procured by devaluation; above all of Treasury 
prime responsibility for the inflation that is so rapidly 
eroding it that: 
‘there is a better than even chance that by 1972-73, when 
we should be beginning to undertake the burdens of 
EEC membership, we will once again be back in funda- 
mental deficit.? 


1 The Financial Times, January 1st, 1969. 
? The Financial Times, March 12th, 1970. 


3 ‘British inflation: a bad case of a world disease’ — by Samuel 
Brittan, Economics Editor, The Financial Times, March 31st, 1970. 


by JACK CLAYTON, F.C.A. 


The ‘British disease’ 


In an inspired 1945 paper,* Sir George Schuster stated: 


‘Government, whatever party may be in power, will 
have to assume conscious direction of our economic 
lies ns 


Prior to the war the public sector produced little (the postal 
services and some armaments) and spent some 25 per cent 
of the gross national product: post-war nationalization has 
increased the non-tax income of the public sector to 74 per 
cent GNP; but the introduction of the ‘welfare state’, lack of 
understanding of the consequences of the decline and fall 
of the British Empire and Treasury ‘planning’ catastrophes — 
and particularly the pursuit of the 4 per cent growth mirage 
— have swollen public sector expenditure to more than so per 
cent GNP. 

. Mr Graham Hutton has given this process an apt 
definition — ‘The British Disease: State-induced inflation of 
the currency, brought about through overspending in the . 
public sector’; whereof the clearest evidence is the unique- 
in-peacetime post-war increase in the National Debt — by 75 
per cent. Mr Samuel Brittan® draws attention to a recent 
sharp increase in retail prices — now exceeding 5 per cent 
per annum as compared with a 10-year average, 1955-65, of 
3 per cent. 

Unfortunately, he thought fit to join the Treasury-CBI 
chorus, who blame such an inflationary spurt on the 
‘wages explosion’; although, as I shall demonstrate herein 
from Treasury data, this is no more than a desperate 
attempt of the working population to catch up with the 
price inflation caused in the main by the ‘British Disease’ 
and the truncation of personal incomes by Mr Jenkins’s 
campaigns of taxation and squeezes, in seeking — abortively 
— to cure it. 


Public sector spending spree 


Post-war public sector expenditure settled down around 
40 per cent GNP (1958) and had drifted to 42 per cent when 
Mr Maudling glimpsed his 4 per cent growth mirage, which 
inspired his £2,000 million boost; whereof I wrote:® 


‘the “five-year plan" ... by Mr Maudling for adding a 
further {2,000 million ... to the already swollen total 
of public expenditure gives cause for alarm as to the 
stability of the £ in the foreseeable future’.’ 

Indeed, it was equally clear then to Mr James Callaghan 
who in his first Budget speech (November 1964) criticized 
his predecessor, not so much for believing in miracles, but 
4 An address to the London District Society of Chartered Ac- 
countants, reported in The Accountant, June 23rd, 1945. 

5 ibid. D 
6 Public Expenditure in 1963-64 and 1967—68 (Cmnd 2235). 


? ‘Stop Eating the Seed Corn’, The Accountant, January 18th, 1964. 
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for acting as if the ‘miracle’ (‘the 4 per cent growth’) 
had already happened. Unfortunately, Mr Harold Wilson 
had to pacify Mr George Brown (for his narrow defeat 
for the Labour Party leadership) and turned him loose at 
the Treasury to indulge in the disastrous ‘National Plan’ 
that (in pursuance of a mirage of 44 per cent growth 
‘taking one year with another’ and with Mr Callaghan’s 
albeit reluctant support) increased Mr  Maudling's 
squandermania ‘plan’ from £2,000 million to £6,000, 
million. 


TABLE I 


PUBLIC SECTOR SPENDING 
fm. %GNP* Growth of GNP 


Year 3-year 
average 
% % 

1903  .. T m 11,692 41'9 

1964  .. es T 12,793 42'5 52 3:6 
1965  .. X Ce 14,173 4.4°0 2°79 Art 
1966  .. vx Së 15,355 45'0 1:8 32 
1967  .. T Sa 17,550 48:7 1*6 2:0 
1968  .. Ss n I9,122 50:2 2:8 CH? 
1969 Est.**  .. is 20,350 EA I'5 2'0 


* After eliminating indirect taxes in such expenditure to reduce 
to factor cost. : 


** Based on Budget Financial Statement and provisional 
figures, for first three quarters, in Economic Trends. 


Overhead burden.on the productive economy 


The prime responsibility for inflation of public sector 
: ‘squandermania’ is best demonstrated by showing its impact, 
as an overhead, on the productive economy; by deducting 
from the expenditure the non-tax income of the Public 
sector. 


TABLE 2 


OVERHEAD IMPACT OF PUBLIC SPENDING 
pro rata to GNP 
1963 1968 #1969 





(Est.) 
| | % % % 
Public sector spending .. ..  ArT9 592 sro 
Less non-tax income e, 6:1 7'i 75 
Balance= Overheads on the pro- 3 
ductive economy. . s ps 358 431 43'5 
Productive ` sector (including 
nationalized industries etc.) — .. 64:2 | 56:9 565 


————— geg ` — AA 


Public sector spending as overheads 
on productive economy .. 5695 76% 7794 


'Fotal costs (100 — productive costs) 156 176 177 


Post-1963 cost increases due to 
public sector spending .. iu 13% 14% 


On the basis of the National Income and Expenditure 
figures at current prices and 1963 prices, respectively? it is, 


therefore, possible to analyse the post-1963 inflation into ` 


its basic causes (see Table 3). 

Public sector squanderrmania is, therefore, responsible for 
more than 50 per cent of the 25 per cent inflation of the £ 
since 1963: directly by 46 per cent; and indirectly for the 
greater part of the 15 per cent price increase due to dearer 
imports. Three-quarters of the increased cost of imports 
followed the 1967 devaluation, caused in the main by 
Government spending abroad and the previous public 
sector spending spree at home. 


8 Economic Trends, January 1970, Table A. 
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TABLE 3 
Tue Roots op INFLATION 
1969 (first three quarters) 
% of total 














price 
: increase 

Expenditure on gross domestic £m. 

product: : 

at market prices - Së 40,088 

at 1963 prices on .. 32,022 32,022 
Post-1963 price increases T 8,066 
Due to — Imports D Si 5,819 1,266 15% 
On home production of .. 26,203 
Due to: . 

Public sector spending ve tie) 3,668 46% 

Balance - all other causes 3132 39% 








Bankruptcy of an incomes policy’ 


With the constant escalation of public sector spending, it 
is not surprising that successive Chancellors have turned up 
the scrapbook of history to discover long-dead taxes, with 
the hope of exhuming, re-clothing and infusing a breath of 
new life into them. Hence Mr Callaghan’s exhumation of 
Lord North’s infamous Servant Tax of 1777 (SET) and a 
valiant attempt by successive Chancellors, from Mr Selwyn 
Lloyd onwards, to resurrect as ‘an incomes policy’ the 
‘Statutes of Labourers’ successively buried throughout 600 
years of British history. 

The bankruptcy of ‘an incomes policy’ was finally 
exposed in the ‘June plot’ last year, which so nearly 
deposed Mr Harold Wilson: it is reported 3 


‘Finally, Roy Jenkins broke his concordat with 
Barbara Castle, adopting a position of unhappy equi- 
vocation’. | 


Among his many virtues, Mr Jenkins (unlike Mr Wilson) 
is an economic historian, and may have found time to 
read the unhappy history of 600 years of ‘Statutes of 
Labourers’ in the Encyclopaedia Britannica (oth edition): 


‘A statute of 1495 ... proceeds to fix the wages of 
artificers and labourers with great minuteness. This Act 
contained a remarkable clause against unlawful con- 
spiracy by workmen engaged in building. ... It is not 
surprising that even with so limited knowledge of 
principles a short time sufficed to show how ineffectual 
minute legislation was to control wages.’ 


Of a later Act (1514): 


‘in fact a re-enactment of,the law of 1495. The London 
workmen could not endure this restriction as to wages’. 


An ‘incomes policy’ - promulgated on the specious plea 
that: 


‘Incomes and profits have generally risen faster than 
output; as a consequence retail prices have risen’! 


is a fatuity, imposed upon competent Treasury craftsmen 
in social accounting by their political masters. It needs rone 
of their expertise to read Table 1 of the annual Blue Book 
of National Income and Expenditure; and realize that 
that monumental continuous essay in social accounting 
is based on the fundamental premise ‘output =incomes’. 
To depress one element of income merely promotes 


® The Observer, March 2gth, 1970. 
1? Economic Trends, Table of ‘Incomes, output and prices’, page 28. 
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another: the level of wages determines, in general, not the 
level of prices, but the level of profits. 

That 1s not to imply that there is no need of an honestly- 
based ‘incomes policy’: a public recognition that there are 
competing claims for the ‘division of the cake’, as between 
the employed, the retired, the unemployed, the education of 
the young, the care of the sick, the need for capital forma- 
tion. Indeed, it was refreshing to read, in the turgid reports 
from the many Easter conferences, that one of the trades 
unions had publicly proclaimed its concern thet its 
own claims should not inhibit the care of the non-working 
population. l 

Such an “incomes policy’ could only be formulated and 
made viable on the basis of broad national discussion and 
inspired leadership. It is not possible for such an ‘incomes 
policy’ to be formulated and popularized by a Government 
which, as a preamble to a 34 per cent all-round restriction 
of pay rises, increases the pay of Ministers and MFs by 
some 30-50 per cent; nor one which — deliberately, vide 
Viscount Chandos — balances its swollen Budgets by ex- 
propriating by inflation £5 million per day from the 
National Debt. 


The consumer squeeze 


An ‘incomes policy’ as so far tried, is merely another 
device for dissembling the simple fact that public sector 
squandermania leaves insufficient scope to meet the 
legitimate needs of the working population. Hence the 
continuous post-war squeeze of consumer spending. 


TABLE 4 
CONSUMERS’ EXPENDITURE *PRO Rata to GNP 
% GNP %GNP 
1938 73:6 | 1967 Do 
I95I 67-0 1968 60°5 
1963 63°3 1969** 59°2 


* At factor cost, after eliminating indirect taxes, less sub- 
sidies. 
** First three-quarters. 


Owing to the time-lag between pre-emption of the GNP 
to public sector spending (and the consequential swingeing 
tax increases imposed by Mr Jenkins) and their effect on 
retail prices (plus the human time-lag between cognition 
and action) we are now witnessing, on the one hand, the 
acceleration of retail price inflation noted by Mr Brittan 
(above) reflecting the increase in public sector spending in 
1968-69 (see Table 1); and, on the other, violent public 
reaction thereto. 

The so-called ‘wages explosion’ is an historical repetition 
of deeply entrenched reactions ta attempts by Governments 
to make good their own folly at the expense of the working 
population. Moreover, it is evidence of the primary law 
of wages; a demand for relative wages; the producers of 
motor-cars, television sets, washing machines (including 
the owners of the factories where they are produced) 
all want their ‘fair share’ of them. To deny them that is to 


stir up the ‘social disturbance’ that — on the belated testi- 


mony of Viscount Chandos — Governments use inflation to 
avoid. But the knowledge of the deleterious effects of 
inflation has been burned deeply into the consciousness of 
the British public; and the alternative of ‘an incomes 
policy’ now lies in ruins. | 

It is important to note that ‘consumers expenditure’ covers 
not only the whole of the working population (including 
the owners of the non-nationalized industries and services) 
but also the non-working population, including the sick, 
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the unemployed and the retired. Indeed, the share of the 
GNP enjoyed recently, by the latter has considerably 
increased; national insurance benefits and other grants from 
public authorities have increased from 6} per cent GNP in 
1947, to io per cent in 1968. Another 12 per cent GNP 
represents rent, dividends and net interest (a substantial 
part whereof accrues to the retired population). Even 
therefore after adding to consumers' expenditure of 


59:2 per cent GNP (Table 4) ro-11 per cent GNP currently 


spent on capital formation by the private sector, the direct 
share of the whole producers of the National Income 
(including the owners of the factories etc.), is less than 60 
per cent. 

I believe that there is a lower limit below which th 
‘producers’ will not allow their direct share to be reduced 
by Government action: that is the cause of the so-called 
‘wages explosion’, and of the ‘voting with their feet’ against 
National Savings. 


Price freeze in place of a wage freeze 


Some years ago, I was horrified to learn that the annual 
Chancellor’s Budget was not a budget at all; at least, it does 
not conform to Eric Davison’s brilliant definition — ‘an 
expression of intention’. It is an estimate of receipts and 
payments on the elusive premise that prices will not change 
between estimation and implementation; and that is one of 
the. compelling reasons why public sector expenditure 
escalates endlessly. 

There is, in my considered view, no prospect of reducing 
the catastrophic publie sector share of the spending of the 
GNP without a price freeze — for several years. Indeed, 
the failure of Mr Wilson’s attempt to do so in his January 
Statement, 1968 is reflected in Table 1. In his latest review 
Mr Jenkins indicated his aim to restrict the future increase 
in public sector spending to 3 per cent per annum (‘in real 
terms’); in relation to his own mirage of a 3 per cent 
growth this merely means no relative reduction; but, in 
relation to the 2 per cent growth achieved by the present 
Government, it merely confirms Mr Brittan’s prediction 
of another devaluation just ahead. 

The only hope for a way out of such an impasse is a 
price freeze, accompanied by draconian measures to prevent 
any budget in the public sector being increased. As Lord 
Robens said, so timeously, in 1964, ‘the simplest way to 
stop inflation is to stop prices rising’. I renewed my plea last 
year, dismayed by the sabotage of our main exports inherent 
in Lord Melchett’s proposal to increase steel prices by 7$ 
per cent and, now, Lord Hall’s proposals are more sinister: 
nearly so per cent of the £65 million increases in telephone 
charges is based on fiction; the charge in the Post Office 


accounts for the hypothetical excess of ‘current value’ over . 


actual depreciation. 

Wage rates could be settled without intervention by 
either Mrs Barbara Castle or Mr George Woodcock; in 
place of a 25 million opposition, such a policy would be 
warmly welcomed by some 4o million voluntary ‘watch- 
dogs’; nationalized industries would, at last, be compelled 
to spend capital prudently and profitably and private 
capital spending encouraged by a long-overdue introduction 
of free depreciation. Of course, there would be hardships 
but none so cruel as the Ze per day expropriation by 
inflation of the National Debt. Moreover —-Mr Wilson 
please note — can he conceive a more likely programme for 
winning the next election? 





11 Letter in The Financial Times, January, 31st, 1969. 
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Disposition of Property after 
Commencement of Winding up 


by G. R. BRETTEN, M.A., LL.B. 


T is enacted by section 227 of the Companies Act 

1948 that ‘in a winding-up by the Court, any dis- 
position of the property of the company, including 
things in action ... made after the commencement of 
the winding-up, shall, unless the Court otherwise 
orders, be void’. 

Generally, the winding-up of a company by the Court 
is deemed to commence at the time of the presentation 
of the petition for winding up (section 229 (2)). Where, 
however, the presentation of a petition has been 
preceded by a resolution passed by the company for 
voluntary winding up, the winding-up is deemed to 
relate back to the date of the passing of the resolution 
(section 229 (1)). 

Although the terms of section 227 have, subject to 
minor modifications, constituted part of English 
company law since 1862, and the practical importance 
of the provision must be considerable, little attention 
is given to it in the literature presently available. The 
recently reported judgments of Megarry, J, and of the 
Court of Appeal in Re Clifton Place Garage Ltd 
([1970] 2 WLR 243) emphasize the importance of the 
provision and lend topicality to this attempt to remedy 
the deficiency in the current literature. 


Purpose of the section 


The single purpose of the section 1s the preservation of 
the assets of the company for the benefit of those 
persons who will be interested in the winding-up 
proceedings. This end can most readily be secured by 
freezing the assets of the company at the date of the 
commencement of the winding-up. Hence, the de- 
claration that any disposition of the property of the 
company will be void. Where, however, the business of 
the company is capable of being carried on and of being 
sold as a going concern, it is in the interests of creditors 
and shareholders that the business should be con- 
tinued pending sale. This is possible only if it can. be 
safely assumed that transactions entered into after the 
commencement cf the winding-up will be treated as 
valid. Hence, the discretion conferred upon the Court 
to order that dispositions of the company's property 
are not void. 

This analysis accords with the classic statement of 
the purpose of the section which is to be found in the 
judgment of Lord Carins, LJ, in Re Wiltshire Iron Co 


((1863) 3 Ch. App. 443), and which has been cited with 
approval in many of the subsequent cases including the 
most recent. While it has never been doubted that the 
provision is *wholesome and necessary' and its purpose 
salutary, the section creates difficulty in so far as it 
affords no guidance as to the conditions which must 
prevail in order for it to be safely assumed that the 
Court will exercise its discretion to uphold dispositions 
made after the commencement of the winding-up. 


Judicial discretion 


Whereas many other sections of the Companies Acts 
which confer discretionary powers on the Court to 
make orders regulating corporate affairs specify the 
conditions which should be fulfilled before the Court 
exercises its powers, section 227 simply prescribed 
that any disposition of the property of the company 
shall be void ‘unless the Court otherwise orders’. 

The broad terms in which the discretion 1s conferred 
have not escaped observation, Harman, LJ, in. Re 


.Clifton Place Garage Ltd, for instance, commenting 


that they constitute fan extremely jejune direction to 
the Court, and it is not surprising that the cases do not 
seem to give very much help'. In the result the Court 1s 
obliged to conclude, as Vaisey, J, remarked in Re 
Steane's (Bournemouth) Ltd ([1950] x All ER 21), 
that ‘the Legislature, by omitting to indicate any par- 
ticular principles which should govern the exercise of 
the discretion vested in the Court, must be deemed to 
have left it entirely at large, and controlled only by the 
general principles which apply to every kind of 
judicial discretion’, In tthe absence of more explicit 
guidance, reference must be made to the cases in order 
to discover the circumstances in which the Courts are 
likely to consider it appropriate to exercise their 
discretion under the section. 


Case law principles I 


In Re Clifton Place Garage Ltd, Megarry, J, postulated 
three possible tests of the circumstances in which the 
Courts should make an order under section 227. First, 
it was.suggested, an order should be made if the act 
was done in good faith for the benefit of the company. 
Secondly, the test might be that the act was done 
reasonably and. in good faith for the benefit of the 
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company. The third possibility mooted was that an 
order should be made only if the act in fact proved to be 
for the benefit of the company. 

The third test of actual benefit was quickly dismissed, 
subject to the comment: ‘Of course, if in fact a benefit 
results, that is excellent evidence to demonstrate that 
the act was done, and was reasonably done, for the 
benefit of the company. Nothing succeeds like success. 
' Actual success may thus in a sense establish on a 
fortiori case.’ While it is believed that this conclusion is 
sound, it is true that some cases can be construed as 
suggesting that the Courts rely heavily upon actual 
benefit (see Carden v. The Albert Palace Association 
((1886) 56 LJ Ch. 166); Re Park Ward & Co Lid 
([1926] 1 Ch. 828); and Re A. I. Leoy (Holdings) Ltd 
([1963] 2 All ER 556). 

It being accepted that the cases clearly establish that 
the act must be done in good faith for the benefit of the 
company, discussion thereafter centred on the question 
whether ‘reasonableness’ is a necessary criterion, this 
constituting the only difference between the first and 
second tests put forward. Megarry, J, although 
conceding that he could find no authority in point, 
concluded: “I cannot think that it is right to cast the 
. canons of reasonableness out of the window in deciding 
whether or not to make an order taking acts done after 
the commencement of a winding-up out of their 
ordinary course. In my judgment the correct test is the 
second test, or one to substantially the same effect.’ 

Having decided upon the appropriate test, his 
lordship held that on the facts the applicant had failed 
to establish that the carrying on of the business after 
the commencement of the winding-up was reasonable 
and he declined to make the order sought. 


Broad view 


Unfortunately, this attempt by Megarry, J, to 
articulate clearly the principles by reference to "which 
the Court should exercise its discretion under section 
227 suffered badly at the hands of the Court of Appeal. 
Harman, LJ, following Re Steane’s (Bournemouth) 
Lid, took the position that the judge should attempt to 
do ‘the fair thing ... looking at it from the broadest 
point of view’. Sachs, LJ, suggested that the Court 
should do ‘what is just andefair ... looking at what is 
fair vis-à-vis the applicant as well as what is fair 
vis-a-vis the creditors of the relevant company’. He, 
however, also stated that the applicant’s conduct 
(at least in part) was reasonable. 

Phillimore, LJ, expressing his entire agreement 
with the other judgments, summarized his position as 
follows: ‘the Court should extend indulgence to any 
disposition by a company honestly designed to ensure 
that its employees are paid their wages or which was 
made to enable it to carry on its business and perhaps 
turn the corner, provided always that 1t was a reason- 
able disposition and not dishonest or reckless’. 

. In so far as it is possible to extract a ratio decidendi 
from the Court of Appeal judgments, it appears in the 
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headnote to the case thus: whether the Court validates 
a disposition of a company's property made after 
the commencement of a winding-up is a matter for the 
discretion of the judge and has to be determined on the 
facts of each case by what 1s just and equitable in all 
the circumstances, special regard being had to whether 
the disposition was made bona fide. 


Proposed amendments 


In view of the practical importance of section 227, it 
is suggested that persons handling the affairs of 
companies after winding-up proceedings have been 
commenced would be assisted by a clear statement 
incorporated in the section, of the principles by which 
the Court should be guided in determining whether or 
not to validate dispositions of property. The fact that 
the Court has a broad discretion is of little comfort 
to those in charge of the affairs of companies if the 
circumstances in which that discretion will be exercised 
cannot be predicted with some degree of certainty. The 
formula approved by Megarry, J, — viz., that the act 
must be done reasonably and in good faith for the 
benefit of the company — would give at least some 
clarity and direction. 

The requirement of reasonableness certainly com- 
mends itself as one of the criteria to be taken into 


account, and the section should make this explicit. - 


Since the whole purpose of the provision is to prevent 
the alienation of a company’s property to the prejudice 
of those who will be interested in the winding-up, no 
disposition of ‘property should be validated unless it 
was reasonable — reasonableness, of course, being 
determined in the light of all the circumstances in 


which the disposition was made. 


Finally, it may be noted that in 1962 the Jenkins 
Committee recommended (Cmnd 1749, paragraph 503) 
that section 227 should be amended to empower the 
Court, between the date of the winding-up petition and 
the date of the winding-up order (if any), to validate 
on such terms as it may think fit a disposition of the 
property of the company. The necessity for im- 
plementing this recommendation, presumably 
prompted by Re Miles Aircraft Ltd ([1948] Ch. 1880), 
has been diminished by the decision of Buckley, J, 
in Re A. I. Levy (Holdings) Ltd, where it was held that 
there is jurisdiction under section 227 to validate a 
disposition notwithstanding that a winding-up order 
has not been made. 

The Jenkins Committee also recommended that the 
section should make clear that pending the winding-up 
order the Court is empowered to sanction the carrying 
on of the business of the company and acts incidental 
thereto, such as the drawing of cheques on its bank 
account. The Legislature has not yet found it con- 
venient to implement this recommendation. 

It remains to be seen whether, when the long- 
awaited consolidation and revision of English company 
law takes place, section 227 will receive the attention of 
which it is apparently in need. 
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Customer Goodwill 
by MICHAEL CLAY, M.A., F.I.W.S.P., A.M.B.I.M. 


"Ay but you know we must return good for evil’ 


Sir John Vanbrugh 
The Provok'd Wife, 1. 1 


Vu G, purchasing, planning, production 
. . . all functions in industry and commerce are 
beset by problems of measurement. In our attempts to 
raise the performance of the. company or department 
or section that we control, there is an ever-present 
problem. of what some refer to as intangibles, others 
gloomily as immeasurables, and yet others heavily 
as imponderables. What is the value of good house- 
keeping in bard-cash terms? How much does high 
: morale matter and how can it be measured? Does 
beauty matter? If it does can it be measured? Is an 
attractively laid out garden factory 'better' than a slum 
factory? How can the benefits be quantified? 

One of the most interesting and at the same time one 
of the most difficult of these characteristics to measure 
is customer goodwill. In discussions in which it is 
included, a biased, marketing man could claim huge 
benefits and ‘justify’ huge investments in terms of 
increased goodwill, whereas an opponent could argue 
that the value of goodwill is negligible . . . only per- 
formance in the market place matters. 

The present article is devoted to a general explora- 
tion of this area of goodwill. This is used as a founda- 
tion for a possible procedure which may be useful 
for measurement. The process of measurement is one 
which is intended for practical accountants, marketing, 
or other managers, and does not rely on any advanced 
mathematical or statistical techniques. 

The procedure suggested is intended more as a basis 
for improvement and development than as a definitive 
version since, at the present time, it has been attempted 
only in parts. The difficulty of the exercises will vary 
widely between companies, on account of the different 
types of records maintained. Tf, for instance, the com- 
pany maintains a record of all customer complaints, 
i.e., incidents likely to lead to reduced goodwill, 
the task will be much simpler than it would be in the 
absence of this record. There are also differences in the 
difficulty of carrying out the cost exercises discussed 
below (one is trivial, one straightforward, two very 
difficult, and another is based largely on estimates 
which could be very wide of the mark). 
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Five measures of goodwill 


One of the first important conclusions that one is 
likely to reach when studying goodwill is that there is 
no single measure that can be used in all cases. ‘There 
are at least five related but distinct measures which 
require different evaluation procedures. 


(7) Cost of lost goodwill 


The cost of lost goodwill due to one incident or a 
series of incidents involving one or more customers. 
For example, if a dead mouse were found in a packet of 
cornflakes and the incident were reported nationally on 
the news and television with the manufacturer's name 
highlighted. 

This measure of goodwill could also refer to a 
proposed incident, so that the company could balance 
the benefit to be expected from the proposed change 
with the change in goodwill that could be expected to 
occur. Àn example of this would be a company which 
introduced a new plant and a new process into its 
factory. Employee goodwill would be lost if the new 
process were highly objectionable on the grounds of 
noise, smell, appearance, air pollution, etc., if the 
existing sections of the factory were noticeably less 
unpleasant and if the factory were sited close to housing 
or other urban amenities. Plant developments in rural 
areas can also cause offence, i.e., a loss of community 
goodwill due to the spoliation of, or punishment to, the 
natural environment. 


(2) Total value of goodwill 


The total value of accountants’ goodwill to a company 
at a point in time such as the end of a financial year. 
Alternatively, the total value of goodwill of a section 
of a company, e.g. one manufacturing site, three 
product groups, or the accounts of the 25 largest buyers 
amongst the customers. ‘This concept, in a very simple 
form, is one which is already familiar to and used by 
the accountancy profession, particularly in relation to 
the valuation for sale of a business as a going concern. 

The value to attach to the goodwill of a section of the 
business arises in practice if part of a business is to be 
sold, or if a holding company wishes to control the 
progress of sections of the business completely inde- 
pendently. This arises particularly in the case of con- 
glomerates. ‘There is also, of course, likely to be a keen 
interest shown by the auditors in goodwill, since 


valuations of both tangible and intangible assets are 


one of the popular targets for manipulators. 


(3) Change in goodwill 

The change in goodwill over a defined period of time, 
such as a year. This is very easy to deal with if the - 
second measure has. been applied to the opening and 
closing dates of the period, since only subtraction is 
required. If this procedure has ‘not been adopted 
then the changes should be calculated on the basis of a 
comparison with goodwill at one reference date. 
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(4) Goodwill expenditure ` 


The amount of money spent by a company with the 
sole object of promoting goodwill. This is the easiest 
of the five measures, sinée all the elements used are 
initially in the right form, i.e., money units. There is 
clearly a relationship between money spent to promote 
goodwill and the value of the increased goodwill that 
results. It is equally clear that this is not a 1:1 relation- 
ship. One goodwill campaign could generate benefits 
many times its cost, e.g., a company's policy to repair 
defective articles free of charge beyond the strictly 
defined guarantee period if the damage could be 
regarded as being due to defective workmanship. In 
other cases the goodwill expenditure may not be fully 
recouped as in the case of an over-lavish prestige 
advertising campaign, Extremely, it is possible to 
imagine badwill resulting from a goodwill campaign 
perhaps produced by an inept public relations manager. 

. To an accountant there is no goodwill if a business 
earns only an ‘average’ return on the capital employed. 
Goodwill is the capitalized value of the abilitv of a 
business to earn super profits, or profits additional to 
the average obtained in the industry. Defined in this 
narrow way there is little difficulty in measuring good- 
will and several measurement oe: are well known 
to accountants. | 


(5) Ee s goodwill . 


A famous legal definition of adai is that it is: 
‘Nothing more than the probability that the old 
customers will resort to the old place’. A very similar 
pronouńcement is that it is: “The benefit arising from 
connection and reputation’. 


- 


Towards a definition of goodwill 


Several conclusions, useful for definition-making, can 
be drawn from the examples introduced above. In the 
first place, measures of goodwill appear to be required 
in monetary units. Whether it is a state of mind, a view 
of a company, or an attitude, it is measured in terms of 
cash. 

Secondly, goodwill is not the’ sole prerogative of a 
company’s customers. It exists, or fails to exist, 
wherever the company has relationships. Consequently, 
a comprehensive study must include the. goodwill or 
badwill felt towards the company by the company’s 
employees, its customers, the local community, and 
in the case of big corporations, the national and 
international community — the ultimate consumers — 
the shareholders, and the managers. 

We can go even further than this. Goodwill is not 
solely a one-way flow of ideas or feelings experienced 
by customers and others about the company; it is a 
multi-way flow in which the company’s attitude tot 
wards the local community, its suppliers, its employees, 
and its shareholders are important as 1s the com- 
munity’s attitude towards the employees etc. But it 
must be recognized that the primary source or most 
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important source of goodwill is the company's cus- 
tomers. | 

The most important element in the idea of goodwill 
is a set of two-way relationships based upon one 
member’s attitude towards the other member. The 
attitude is rooted in the member’s judgement of the 
company’s performance, reputation and willingness to 
make special efforts to assist the member. These general 
terms can be interpreted in a variety of specific ways 
to suit circumstances; performance means price, 
quality, and service to a customer; to a shareholder 
it means the return on capital, the price/earnings ratio 
and the yield; to the employee it means promises kept 
or broken, opportunities offered, and so on. And 
similarly with reputation and willingness to make special 
efforts. 

Using all these considerations as a basis, an attempt 
to define goodwill can be made. 

It 1s most conveniently defined in systems ter- 
minology in which all the members of the set in which 
we are interested (customers, employees, company 
shareholders, community, etc.), are referred to as 
elements. Then the goodwill in the system is the total 
value of the accumulated stock of satisfaction with, 
and approbation of the behaviour and reputation of, 
each element of the system by the other elements. 

This is not a very useful definition since we will 
only rarely be interested in summing all the com- ` 
ponents. But it leads to the following more specific 
and more useful version: customer goodwill 1s the value 
of the accumulated stock of satisfaction with, and 
approbation of, a company's behaviour and reputation 
felt by its customers. 

The value or cost of goodwill is obtained by measur- 
ing goodwill in monetary terms. Goodwill itself is 
most suitably interpreted in monetary terms. 


Controlling factors 


What controls or influences the level of goodwill, or 
changes in this level over a period? In trying to answer 
this, one must combine all the influences that affect the 
goodwill felt by the entire company environment 
(customers, community, shareholders, etc.). It is 
important to have an understanding of these factors 
before attempting a goodwill measurement exercise. 

First of all we have the degree to which the company 
conducts satisfactory commercial transactions with its 
customers, expressed by the three performance 
variables: (a) price; (b) quality; (c) service. 

Goodwill will increase as the price is dropped, as 
quality rises and as customer service rises (delivery 
dates, reliability, accuracy of orders delivered, etc.). 
And goodwill will continue to increase, perhaps at a 
decreasing rate like a learning curve, as customers 
learn that the competitive price, good quality and high 
service are not isolated phenomena but apply to all 
the company’s products, consistently, over a number of 
years. 

. Secondly, there are several factors based on the 
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company's overall commercial success: (d) profit- 
ability; (e) rate of growth; (f) market share. 

Goodwill will increase as profitability rises, when an 
expansion scheme is announced or accelerated or 
augmented, and as the market share increases. But it 
does not increase indefinitely. It is possible from a 
goodwill point of view for a company to be too profit- 
able, too fast-growing, too big, relative to the market. 
Very high (or ‘excessive’) profitability suggests that 
prices could be lowered, a very high rate of growth 
may cause tensions and local dissatisfactions (local rise 
in prices of houses etc.), and a very high market share 
suggests the ‘taint’ of monopoly. 


Third group factors 


There is a third group of factors which influences 


goodwill. This is based on sectional interests and/or 
membership of the same set by both the company and 
customer. Among these the following are typical: 
(g) religion; (A) race; (š) language group; (j) political 
affiliation; (k) nation; (D group of nations. 

'This third group of factors must be interpreted with 
caution since not every Buddhist will automatically 
show less goodwill to a Mohammedan than a fellow 
Buddhist, or every Frenchman less goodwill to a 
Norwegian than a fellow national. However, it can be 
. Observed very frequently in practice that goodwill is 
enhanced by common sectional interests between 
buyer and seller (or more generally between any two 
elements in the system). 

As examples we can cite deliberate efforts by groups 
to ban or boycott or persuade the populace to refrain 
from buying products from a régime whose racial 
policies they dislike. In times of economic strain when 
‘Buy Canadian’ or ‘Buy British’ or ‘Buy American’ 
policies are officially encouraged, the authorities are 
relying upon goodwill, based on a sense of national 
identity and patriotism, to motivate the consumers to 
buy the home-produced article. , 

Membership of a set can sometimes bring about 
special advantages for a bad manufacturer, or dis- 
advantages for a good manufacturer. If, for example, à 
particular country has a very low reputation for the 
quality of its exported toys, then the sales of a high- 
quality toy from the same country would suffer. 

A fourth group of factors is concerned with the 
company's reputation. This is a result of its activity 
in at least five areas: (m) labour relations; (m) local 
community; (o) national or international community; 
(P) shareholder relations; (q) customer relations; 
(r) financial relations with creditors and others. ` . 

It is worth considering a brief example of each to 
clarify the ideas represented. The company which is 
strike prone, which has a very high labour turnover 
in a region and in an industry with a low labour 
turnover, and which bas a high absentee and accident 
rate, is likely to enjoy a low stock of goodwill on both 
employee and company sides. Án overseas company 
which consciously tries to employ locals a$ managers, 
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a home company which readily provides lecturers for ` 
local societies, is prepared to make occasional financial 
grants to needy organizations and makes a sincere 
effort to redress any grievances of the local population 
which are attributable to company operations, is 
likely to enjoy a high stock of goodwill. 

On a national or international scale, a company 
which gives occasional help to charities, assists expedi- 
tions, sets up foundations for research and education, 
alleviates distress directly with free products or 
contributes cash for emergency relief, as in the case 
of the flooded art treasures of Florence, can expect a 
higher level of goodwill than a company which does 
not participate in these activities. ' 

Goodwil is likely to arise from shareholders, not 
only as a result of yield and growth of the shares but 
also as a result of the shareholders being informed of 
major company developments and policy changes. 
Many companies adopt a policy of minimum disclosure 
of information which tends to lead to badwill or apathy. 

The degree of a company's attention to customer 
relations is a potent determinant of the level of goodwill. 
Customer relations does not mean the price-quality- 
service elements described above as the first main 
factor. It is an extension and refinement of the idea of 
service into a marketing orientation of the company as a 
whole. In this situation, customers who wish to visit the 
factory are shown round as if the task 1s a pleasure, 
the senior marketing managers are always available to 
customers, special customer requests are almost 
invariably and almost automatically granted, all cus- 
tomers are frequently visited and their comments 
solicited in addition to their orders, and Christmas 
presents are always sent to the customer's leading 
executives. It is not suggested here that this degree of 
attention to customer relations is advisable but merely 
that it generates goodwill. 

If this last group of factors 1s organized on a formal 
basis as an activity or function of the business with its 
own staff and management it will probably be called 
public relations and will devote much of its time to the 
activities noted. 

A final fifth group of controlling factors may be 
called ‘operating experiences’. This is rather a loose 
category for all the events and activities of the company 
which become news and which are not already in- 
cluded in previous categories. If the chairman is 
charged with drunken driving or manslaughter, if the 
firm wins a Queen’s Award, if there is a big explosion 
or other accident, or if an employee has sextuplets . ... all 
these incidents can be expected to influence the level of 
goodwill, ` l 

Summarizing this rather long exploration we can say 
that goodwill is affected by five groups of factors: 


(i) satisfactory commercial transactions; 
(ii) overall commercial success; 
(iii) membership of the same set; 
(iv) company reputation; 
(v) operating experience. 
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Elements of cost 


The next main step in the derivation of a procedure to 
evaluate goodwill is the isolation in a suitable form for 
cost measurement of the many ways in which gcodwill 
wil show itself, and of the elements of goodwill 
expenditure. For this exercise we will restrict con- 
sideration of the many pairs of goodwill relationships 
previously defined to those between the company as a 
corporate body and others (customers, shareholders, 
employees, public, local community). But we will first 
of all consider the simplest of the four goodwill 
measures. | 


(a) Goodwill expenditure 


We require to list the items concerned and then to find 
a basis for measurement. Both exercises are fairly 
straightforward. Goodwill expenditure consists of: 


(1) gifts, donations, presents of cash; 
(ii) gifts, donations, presents of company procucts; 


(111) gifts, donations, presents of other goods and 
services (Christmas cards, bottles of spirits, 
expense account lunches, entertainment); 


(iv) visits by representatives; 
(v) prestige visits by senior managers; 


(vi) use of company facilities, e.g., use of an expen- 
sive analytical instrument, offering use of 
company guest-house to customers' family, etc.; 


(vii) training of customers’ personnel and providing 
know-how on a technical visit; 


(vin) prestige or goodwill advertising. 


Costs can readily be allocated to most if not all of 
these items. It is necessary to discover what proportion 
of these costs are attributable to goodwill, and this 
becomes a matter of judgement. For example, most of 
the cost of representatives' visits would be attributable 
to direct selling rather than goodwill. Allowing a 
customer visit to study a processing problem relating to 
the products he purchases would be a normal com- 
mercial or selling expense. But a visit designed to 
acquire know-how on the supplier's magnificent stan- 
dard costing scheme would be regarded as goodwill 
expenditure. As noted earlier, the level of expenditure 
cannot immediately be related to the amount of 
goodwill generated. 


(b) Additional costs: dissatisfaction or badwill costs 


Suppose now that, as a customer, the goodwill you 
feel for a supplier has been gradually eroded. In what 
ways could this change affect his operations? There are 
at least thirteen of these: 


(i) Complete withdrawal of business: The customes 
transfers all his business. permanently or tem- 
porarily to another supplier. 


(1) Partial withdrawal of business: The customer 
transfers some of his business permanently or 
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temporarily to another supplier. Perhaps in the 
past the customer gave 100 per cent of his 
orders to a single supplier. 

In a sellers! market the loss of business 
would be compensated by the gain of equivalent 
business from other customers. In assessing 
this factor, therefore, you must ensure that only 
losses which are not recovered in this way are 
included. A withdrawal of business will probably 
result also in: i 


(i) A multiplier effect: The customer's dissatisfac- 
tion is spread to other customers in the same and 
in different industries via informal conversations 
between buyers, anecdotes from competing 
sellers, etc. 

In addition to, or in place of, his withdrawing 
orders the customer can express dissatisfaction 
in several other cost-producing ways. 


(iv) Complaints: This is less serious than a with- 
drawal of business and if properly serviced by 
the supplier could result in no loss of goodwill. 


(v) Punishments: Representatives are kept waiting 
and other minor inconveniences are inflicted. 


(vi) Increased sensitivity: 'The customer may become 
more sensitive to small incidents in future; his 
propensity to complain is increased. The dis- 
satisfaction may take the form of a resentment 
in which the customer is quite pleased to catch 
the supplier out. 


(vit) Vindictiveness: An extreme form of (v); the 
customer asks for unnecessary quotations and 
visits; complains without cause about indi- 
viduals. : 


(viii) Litigation. 
(ix) Withdrawal of co-operation: The customer no 


longer provides the supplier with his long-term 
budgets or passes technical know-how to him. 


In addition to these nine factors there are others 
deliberately accepted, granted or imposed by the 
supplier company. 


(x) Permanent benefit conferred: 'Yhe company may 
confer a permanent benefit, as a result of an 
incident, to retain goodwill, a benefit which 
would not have been granted if goodwill had 
not been endangered, e.g. an increase in 
trade relations above the level that would nor- 
mally have been accepted, or agreeing to fil 
specially awkward packs. 


(xi) Permanent penalty retained: After an ‘incident’ 
the company may refrain from disturbing a 
customer with a request for an alteration in 
packing, delivery arrangements, etc., to a new 
'standard' arrangement for fear of causing 
further offence. During a general price increase 
the offended customer's price may be untouched. 


(xii) Replacement of material: Replacement situations 
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belong to one of three types: material should 
definitely be replaced ; material should definitely 
not be replaced; or doubtful, i.e., white, black, 
or grey situations. Only the grey situations 
should be charged as goodwill expenditure. A 


black situation, e.g., goods confirmed as faulty, - 


requires normal commercial action (credit or 
replacement) and there is no question of replac- 
ing for the sake of preserving or enhancing 
goodwill. 

(xiii) Loss of privileges: Without their expecting, 
claiming or receiving any assistance from 
Government bodies, local authorities, the police, 
etc., which is illegal, immoral or inequitable, 
nevertheless, companies do build up good 
working relationships which ensure that they 
receive fair, sympathetic, and speedy con- 
sideration from these bodies. This goodwill can 
be jeopardized and reduced if a company’s 
approach to local problems is unhelpful. 


Costing procedure 


It is suggested that a procedure for costing goodwill 
could be built up on an experimental basis to suit the 
needs of individual industries and companies and 
based on the considerations included in previous 
paragraphs and on the following notes. 


Goodwill expenditure 


Build up a comprehensive list of all items gë expense. 
Determine a basis on which each can be costed. 
Prepare a suitable form for record purposes. Evaluate 
each item and record results (a specimen form including 
several possible bases of measurement is,shown as 


Fig. 1). 
1969 
BASIS OF EXPEN- 
EVALUATION DITURE 
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Fig. 1. Goodwill Expenditure Record. 


Dissatisfaction or badwill costs 


A similar approach is required to that outlined for 
goodwill expenditure.. From the list of possible costs a 
method of measurement of each is determined and the 
cost of each is evaluated. A suitable form for recording 
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Fig. 2. Assessment of Badwill Costs. 


the results is shown as Fig. 2. There is no one and only 
valid method for assessing theit ems listed in Fig. 2 
as much will depend on the available records. Estimates 
from suitable managers will have to be used frequently, 
and especially for the least frequent occurrences, 
e.g., vindictiveness. Other items may be already 
available in a completed form. If, for example, there is 
a formal complaint procedure in the company it is 
likely that the complaint form will require the cost of 
the complaint to be calculated. 

If the company is organized in a hierarchical system 
such as branch-area-division-company, it is possible 
that sales managers’ periodic reports to their super 
managers have to include explanations and costs for 
any changes in terms offered to customers (item x on the 
list ‘permanent benefit conferred’). Thus, the costing 
procedure is based on a search for the most suitable 
source of information and where no information is 
available, on the experienced judgement of responsible 
managers. If the person conducting the cost exercise 
is skilled in using the semi-quantitative techniques 
of rating, ranking, the use of comparisons, ratios and 
indices of performance, then he should be in a strong 
position to achieve a successful result. 


Accountants’ goodwill 

There are several well-known methods for valuing 

this, including: : 

— (i) n years! purchase of average net profits; 

(11) m years’ purchase of gross receipts; 

(iii) the capitalized value of average prospective 
` super profits. 


Descriptions of these can be found in most textbooks 


on financial accounting. 


*Valuation of entrepreneur's goodwill 


In this exercise the object is to evaluate the total cus- 
tomer goodwill attributable to the business as a whole 
or to a section of it. Perhaps the best starting-point for 
the measurement is the length of time that would be 


| THE 
April 9th, 1970 


gen for the company to build up its existing level of 
sales in current markets if it had its present productive. 
and selling resources but no customers. This can be 


Expected profits 


Existing New business 





business as described | Difference 

B D 

£ ` £ 
Next year 40,000 5,000 3 S 
Year 2 40,000 IO,000 30,000 
Year 3 45,000 20,000 25,000 
Year4 ^| $50,000 35,000 15,000 
Year 5 $0,000 50,000 Nil 
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converted to a goodwill measurement by relating it to 
the present value of the difference between the expected 
profits of the existing business and the expected profits 
of the new business under the conditions described 
above. 

The goodwill could be regarded as the present value 
of the differences. The values in column B could be 
based on budgets and trend extrapolation, or other 
forecasting techniques; the column C values would 
necessarily be managerial estimates — perhaps the 
averages of several estimates. This method is theo- 
retically sound, and in many (but not all) cases 1s 
eminently practical. If the business held a large share 
of the market one would expect columns B and C to 
reach equality in a much shorter period than five 
years. 





Ethics and 
Management 


. by MICHAEL GREENER, B.A. F.C.A. 


E are as much a part of business management 
=as they are a part of life. If a certain code of conduct 
is approved within a recognized society. and this is 
based on a generally accepted idea of human duty, then 
the general rules formed must be adap:ed to every 
activity within that society. 


Problems arise principally from the fact that in most ` 


modern western societies no general ethic seems to 
prevail and a sort of creeping, unformulated humanism 
paralvses the ideal of an overwhelming dut: and puts in 
its place a rather dubious code of expediency. 

One finds, in business, difficulties similar to those 
encountered in everyday life. The manager may be 
confronted, when making decisions, with three possible 
rules of conduct. The first depends upor an idea of 
duty governed by external laws to which man is bound 
by his adherence to a particular religious system; his 
conduct is motivated in a manner similar to that of 
Antigone. 

The second rule of conduct is determined by the 
man-made laws and human attitudes of the society that 
surrounds him. These may be very much more flexible, 
and may be a mixture of tradition and utility. Neverthe- 
less they add up to a fairly recognizable code of do's 
and don'ts, tempered by a certain tolerance of the 
individual interpretation. 

The third rule is a product of the first two, for where 


absolute tenets do not apply, and where man feels 
himself partly responsible for the code of neo-expedi- 
ency just described, he also feels a necessary wish to 
form his own moral system and apply it whenever the 
opportunity arises. 

. These varying and indistinct rules of behaviour that 


have taken the place of a strict ethical code can and ` 


must lead to a great deal of confusion. Consequently 
there 1s a tendency for what might almost be described 
as a fourth rule of conduct to emerge in the field of 
business management. This is best summed up, 
perhaps, in the old adage ‘what is good for General 
Motors 1s good for the country'. Hence, the manager 
in a position of responsibility, continually making 
decisions that may affect the lives of the many people 
who work in the organization, as well as the lives of 
those in turn who depend on them, may find himself 
taking productivity as his sole criterion. 

In so far as he does not, or may not, speak the same 
ethical language as those who pay him, work with him, 
or even for him, he must tread carefully; and decisions 
wil be based on the only thing he knows himself to 
have in common with those others — a supposed desire 
to maximize both productivity and profit, and a wish to 
preserve stable relationships within the organization. 
The methods he chooses in serving these objects will 
tend to be a personal matter, for he knows that he 
must be judged by the ends achieved, with scant 


respect, perhaps, paid to the standards of morality 


observed in achieving them. 

. This system tends to restrict the responsibility of the 
manager to the persons who employ him. It may 
tend to favour the investor or entrepreneur to the 
disadvantage of the lesser-known employee, whose 
immediate stake in the success of the venture is pos- 
sibly far greater. What is more distressing is that it may 
play down, if not altogether obscure, his possibly 
greater responsibility to the far larger society of which 
his organization 1s but a part. , 
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FINANCE AND COMMERCE 


April 9th, 1970 


Informative Report from The 


Steetley Company 


IRST impressions count and the first impression the 
Eer gets of The Steetley Company is a favourable 
one. The opening page of the company's report gives an 
immediate précis of the accounts. Admittedly, this useful 
"view at a glance' is not unique in company reporting, but it 
is not by any means general as yet and is not by any means 
done as well as Steetley do it - like this: 

1969 1968 
£ £ 


Turnover ; 28,978,000 26,519,000 
Surplus before taxation 4,776,000 4,339,000 
Profit attributable to share- - 

holders 2,509,000 2,198,000 
Pre-tax earnings per ordinary 

share | 33:8d 30°8d 
Ordinary dividend P .. 9% 16:56 9; 
Capital employed 29,743,000 22,359,000 
Plant and mineral investment . 5,509,000 3,034,000 
Number of MODE including 

overseas) 3,240 2,962 


Capital employed in £665 EH £4°7 million arising 
from the revaluation of land, buildings and mineral re- 
sources. 

In the directors' report, turnover and pre-tax profits are 
broken down thus: 








Surplus 

before 

Turn- taxa- 

over tion 

! £ooo {ooo 
Mineral extraction and processing 17,246 2,550 
Inorganic chemicals, high temperature | 
ceramics and other activities 17,652 2,226 
Inter group sales (5,920) — 
£28,978 £4,776 














High technology 
As the turnover and profits breakdown indicates, the main 


activities of the Steetley Group are mineral extraction and | 


processing and the production of inorganic chemicals and 
high temperature ceramics. During the year under review 
three companies were acquired at a cost of £1,321,000 — 
The Dowlow Lime & Stone Company, owning a large 
limestone deposit in Derbyshire, The Agglethorpe Stone 
Company, quarrying limestone, sand and. gravel in the West 
Riding of \ orkshire, and Ankermix, a ready-mixed concrete 
company in the Midlands. 

The operations of the group, as Mr N. M. Peech, the 
chairman, points out in his annual review, involve a high 
degree of technology and to achieve progressive growth the 
company is proceeding to develop its own technology in 
relation to the existing business, not only to reduce costs 


and increase the volume of business and profits but also to 
pursue new applications. Further than that, the group is 
developing and acquiring new technologies appropriate to 
the forward plans aimed at providing an even wider base of 
operations and the development of new market oppor- 
tunities. 

Steetley’s growth and present position is, to a large 
degree, due to its development of more uses for magnesian 
limestone (dolomite) than any other company in the world. 
Resources are now being applied to developing calcium 
limestone in a similar way. The Dowlow project with its 
extensive reserve of high quality limestone is the main 
immediate growth area for the UK Minerals Division, and 
overseas opportunities are also being explored. 


New development 


On to its lead in magnesia products for high temperature 
ceramics the company is grafting the development of 
chemical grades of magnesia which are sold in relatively 
small tonnages to the paper, synthetic figure, uranium 
extraction, rubber, building, insulating, paint and glass 
industries, and for use in catalyst manufacture. Substantial 
capital expenditure is envisaged over the next two years to 
exploit the opportunities in magnesia products. 'The 
Ceramics Division is investing a further {1-5 million in new 
plant to meet export and home demand for high quality 
refractory bricks, and in the sand, gravel and ready-mixed 
concrete activities the group has facilities to take advantage 
of any upturn in the civil engineering and building in- 
dustries. 

There is also considered to be growth potential for the 
group's Canadian activities. There the group operates 
mainly in Ontario where industrial growth is greatest and 
where the group has substantial processing facilities for 
magnesian limestone and other activities. 

But it was the Canadian end of the organization which 
proved troublesome in th® year under review. Labour 
disputes in the construction industry were followed by a 
complete stoppage of two major steel producers as well as 


the nickel producers, and there was also a 14. weeks' strike: 


at one of the company's main works. For this reason group 
profits did not move in line with group turnover. 


Change 


'In view of recent legislation and to give shareholders a 
better picture of the assets worth and profitability of the 
Company', as the chairman puts it, some changes have been 


made in accounting practices this year. Land, buildings and . 


mineral resources have been revalued as at January rst, 

1969, with the revised values incorporated into the ac- 

counts. Depreciation procedures have also been changed. 
The land and buildings revaluation disclosed a surplus 
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of {1-7 million and, less a small deduction for minority 
interests, this is placed to capital reserves. The additional 
depreciation caused by the revaluation is offset by the 


depreciation practice change whereby the group is no- 


longer depreciating freehold land and non-industrial 
buildings which are well maintained and increasing in value 
each year. Industrial buildings and leasehold land are being 
depreciated over the expected lives of the assets. 

The surplus of £3 million shown by the revaluation of 
mineral reserves has been credited to a new minerals 
revaluation account. From that reserve there is credited to 
profit and loss account each year the amount of additional 
depletion caused by the revaluation so that the effective 
charge against profits for depletion is not altered. This 
procedure, shareholders are told, is similar to the company's 
practice in relation to investment grants on plart and 
machinery where, by means of reduction in the annual 
depreciation charge, the investment grants received are 
- credited to profits over the life of the relative assets. 


Record spending 


Depreciation practices on plant and machinery are being 
standardized. Whereas in the past some assets were 
depreciated on the reducing balance method, all UK plant 
and machinery is now being depreciated on a straight-line 
basis. The lives of UK plant and equipment has been 
reappraised and depreciation is being provided on the basis 
of the revised lives predicted. The net effect of the account- 
ing changes is to increase pre-tax profits by £280,000 and 
profits attributable to ordinary shareholders by £165,000 
compared with previous procedures. 

The change in accounting practices was undertaken 
during a record year for capital expenditure in the group. 
Following £3:8 million spent in 1968, the group spent as 
much as £58 million in 1969. Over half was spent on 
expanding the mineral sidé of the business, the major single 
project being the acquisition and development of the 
Derbyshire limestone deposit. This year total capital spend- 
ing on the completion of projects in hand and on new 


projects to be undertaken is expected to be at a similar . 


level to 1969 excluding any major acquisitions that may be 
made. 

Budgets for 1970 show an increase in profit compared 
. with last year. This is due to a return to normal conditions 
in Canada, the benefits from capital projects and a full 
yeer's effect of price increases for most of the group's 
products which were implemented in late 1979 in the UK, 
Canada and Spain. 


Dividend raised . °. 


This year the company will produce the three millionth 
ton of magnesia from its Hartlepool plant. It has been 
calculated that in terms of import saving this plant has 
contributed Zoo million to the UK balance of payments. 
Magnesia prices have been raised but the company con- 
tinues with its policy of selling below world price levels and 
is confident of maintaining this competitive position in the 
future. 

Shareholders are told that forward orders ensure that 
production. from. both Hartlepool and the sea-watér 
magnesia plant in Sardinia will be fully sold. The Ceramics 
Division expects to operate at capacity and export demand 
remains strong. In the Minerals and Benniff divisions 
growth in profits should be maintained. 

The Ceramics Division is investing a further {1-5 
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million in new plant to meet export and home demand for 
high quality refractory bricks used by several industries as 
well as steel. | 

It may be noted that dividend has been raised from 16:56 
per cent to 19 per cent ‘in view of the good results over the 
last two years and future prospects’. Turnover in the past 
five years has come up from {18-5 million to £28-98 
million, pre-tax profits from £3-57 million to 4-78 million 
and parent company attributable profits from 2-19 
million to £2:51 million. 


Five years 


Unusually the five-year financial statement records 
‘pre-tax earnings per ordinary share’ and shows that where- 
as earnings dropped from 25-3d to 18:3d between 1965-66, 
the figure has subsequently steadily improved and reached 
33:8d for the year under review. 

Over the five-year period capital employed has increased 
from £1827 million to £29-74 million, the latest figure 
including £4.73 million arising from the revaluation already 
mentioned. The five-year record also includes the amount 
spent per year on plant and mineral investment and shows 
that the past year's record of over £5:5 million was just 
about twice the 1965 level. 

Important in any report to shareholders in a group with a 
variety of operations is the clear presentation of what the 
group does and how and where it does it. The Steetley 
information in this sphere is of high order. Page 20 of 
the report lists the principal subsidiary companies and 
the following three pages, entitled the 'Summary of tbe , 
Steetley business', provide detail of the activities of each 
division as well as of the divisions' production facilities and 
the consuming industries to which production goes.  . 

This is an extremely informative part of the Steetley 
report and exceptionally well compiled and presented. 


Steetley and steel 


The final four pages of the report are given over to illus- 
trations of various aspects of the group's new developments 
and information on current technical developments in 
industries that Steetley serves. 

For example, under the heading of 'Steetley meets new 
steelmaking challenge', the emphasis is placed on the British 
Steel industry's current reorganization. The industry is 
looking to the basic oxygen steelmaking process (BOS) as 
the major source of tonnage production. BOS is the 
refining of mixed blast furnace molten metal and scrap in a 
converter vessel by the introduction of oxygen. The process 
gives tremendous increases in the rate of steelmaking, out- 
puts of up to 400 tons an hour being possible against the 
traditional open hearth output of about 50 tons an hour. At 
the same time, it involves lower operating and capital 
investment costs. 

Over the past ten years, British BOS production has risen 
to about 25 per cent of annual steel production and by 1975 
this figure is expected to be around 65 per cent. Of the 
balance of steel output, the greater part will be produced in 
electric arc furnaces which are necessary for the production 
of special alloys and can consume roo per cent scrap steel. 
This process, as with BOS, will demand more sophisticated 
materials from Steetley. 

These changes in steel producing pattern are being 
matched by Steetley. Investment of £2:4 million was 
undertaken during 1969 designed to meet the emerging 
demand. : 
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CITY NOTES 


CI, never the biggest publicity-minded company in 

Britain despite being the largest industrial operation, 
seem to have been taking the headlines of late. 

They waited a week after getting the Government 
green light for the Viyella deal and promptly stepped up the 
terms from £47 million to £53 million by offering 1-for-4 
instead of 2-for-g which, in terms of diluting the equity, 
means the issue of almost 19 million ICI shares. 

The market did not take too kindly to that thought and 
ICI shares lost more than 2s following the news. However, 
jobbers also took into account the bearish views of chairman, 
Sir Peter Allen, who painted a somewhat gloomy picture 
for shareholders at the annual meeting. 

.He sees 1970 as a difficult year with the low level of 
capital expansion at home and the slowing down of world 
trade the major factors. On top of that, costs, particularly 
on the home front, are becoming a big headache. These 
alone could lead to the postponement of some capital 
projects and Sir Peter said it was totally unrealistic to 
imagine that they could keep their selling prices constant, 
let alone reduce them. 

Taking these factors and the fact that the market will 
have a lot of ICI paper on its hands soon, jobbers were 
entitled to knock the price down. 


HE more people discuss the present state of the stock- 
market, the more confused the whole issue seems to 
become. ! 
Obviously the.Budget has been uppermost in everyone's 
mind, while heavy tax-loss selling has also made an impact 
where it matters most. The Financial Times index continues 
to steer clear of the 400 mark despite the stimulus of 
persistently encouraging economic news. 
Markets have in fact been overshadowed by all the ‘ifs’ 


EN 


and ‘buts’ and until a few of the doubts are removed there 
seems to be little hope of any great price recovery. 

The strength of the gilt-edged market will be put to the 
test with flotation of £6 million from the Gloucestershire 
County Council whose 9% per cent redeemable stock, 
1979-81 at £99 5s offers a £9 7s 2d flat yield which is right 
at the top of the current corporation market's average 
returns. 

Recent stocks have been well received and, at present, 
there seems little to suggest that this will not be the case 
with Gloucestershire. But just how much steam it will take 
out of the gilt-edged market is difficult to say. The general 
undertone remains firm but it could certainly do with a 
little push to get it going again. This flotation could, 
however, work the other way. 

ALK in the not-so-happy shoe trade is again focusing 
on a fresh round of mergers which some people feel 
would provide the industry with a necessary shot-in- 
the-arm. f 

Mr George McWatters, head of John White Footwear, 
added his influential voice to the topic last week declaring: 
'I have become a great advocate of rationalization in the 
industry and will be continuing to press for this during 
1970’. 

Mr McWatters pointed out that the industry sported 
more than 400 companies, forced very often to sell at 
uneconomic prices to snatch orders from each other. He 
said profits were hard to earn while the business remained 
so divided. 

He felt the industry should see the sense of reorganizing 
itself into.a small number of larger groups, and when 
looking at the market’s average rating of shoe companies, 
Mr McWatters’ view sounds even more logical. 


RATES AND PRICES 


Closing prices, Monday, April 6th, 1970 


Tax Reserve Certificates: (25.2.70) Companies 54% ; 


3% surrendered for cash; Personal 4% 


Bank Rate 
May 4,1967 .. .. 54% March 21, 1968 TELA 
Oct. 19, 1967 .. e, ` 595 Sept. 19, 1968 iu 995 
Nov. 9, 1967 .. .. 64% Feb. 27, 1969 vn 8% 
Nov. 18, 1967 .. .. 8% March 5, 1970 .. 9495 
; I Treasury Bills 
Jan. 30 .. £7 10s 2-s4d% Mar.6 .. £7 6s 6:99d% 
Feb. 6 .. £7 118 30842 Mar. 13 .. £7 6s r56d9, 


Mar. 20 .. £47 5s 2:22d% 
Mar. 26 .. £7 3s 662d% 


Feb. 13 .. £7 128 3°45d% 
Feb.:20 .. £7 128 2:99d9 


Feb. 27 .. £7 115 10°43d% Apr. 3: .. £7 3s 5°22d% 
Money Rates 

Day to day S0 RÍ-78 9 Bank Bills , 

o days . e 57$% z months .. 84-8§% 

Fine Trade Bills 3 months 84-88% 
3 months , 91-9195 4months .. 84-82% 
4 months .. 9+-94% 6 months .. 829% 
6 months 91-914, i 


Foreign Exchanges 
New York .. 2'405 Frankfurt 8:7800 
Montreal .. 2°5793 Milan 151325 
Amsterdam 8+7300 Oslo 17'1770 
Brussels .. S. IIg:67 Paris 13'3300 
Copenhagen 180380 Zürich 10°3620 
Gilt-edged 

Consols 4% e «+ 4644 Funding 6% 1993 .. 73% 
Consols 24% .. .. 204 Savings 3% 60-70 .. 9782 
Conversion 34% .. .. 40% Savings 3% 659—775 .. 822 
Conversion 5% 1971 .. 96% ‘Treasury 64% 1976. .. 934 


Treasury 34% 77-80 .. 68+; 


Conversion 54% 1974 .. gos 
. 96% Treasury 34% 79-81 .. 65 4% 


Conversion 6% 1972 


Funding 34% 99-04 .. 47% Treasury 5% 86-89 .. 65% 
Funding 4% 60-90 .. 964 Treasury 54% o8-12 .. 65 
Funding 54% 78-80  .. 7843 ‘Treasury 24%  .. .. 2384 
Funding 54% 82-84  .. 96$. Victory 4% .. .. .. 945 
Funding 52% 87-91  .. 7i$í War Loan 34% .. ... 4I 
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Correspondence 





Pensions and Tax 


Sig, - In your editorial of March sth, entitled ‘Pension 
Schemes and Tax', you were kind enough to refer to the 
paper ‘Pensions and Company Finance’ which I, with three 
other actuaries, presented to the Institute of Actuaries on 


February 23rd. 


However, there is nothing said in the Inland Revenue 
memorandum to support your suggestion that an adequately 
alienated fund under the new code will enjoy any tax 
advantages over a fund maintained by an employer as an 
internal reserve in his own accounts. The only exception 
which applies at present and seems likely to apply in future 
is that it is necessary to establish an external fund for that 
part of a pension scheme in which the employer and the 
employee share the cost, so that the employee can obtain 
tax relief on his contributions. (I am confining my remarks 
to pension schemes of trading companies.) 

The last sentence of paragraph 37 of the memorandum 
reads: 


“The special reliefs given by the new code for contri- 


butions by employer and employee and for the build-up 
of the fund will be available, as now, normally only where 
the fund or policies to provide the benefits are adequately 
alienated,’ 


The most important aspect of Inland Revenue approval 
relates not to any of the ‘special’ reliefs tc which they refer 
but to the need to exonerate employees from liability under 
section 386. There are several pension schemes now 
operating which enjoy Inland Revenue approval under 
section 388 and which are secured neither by a fund nor by 
policies. 

If no external fund is maintained, the so-called ‘special’ 

reliefs are not required. There are no employer’s contri- 
butions, no employees’ contributions and no build-up of 
any fund. Indeed, it is audacious for the Inland Revenue to 
call the reliefs ‘special’, for all these reliefs do is, at the very 
best, to place funded arrangements on a par with ur.funded 
arrangements from a tax point of view. Unless these reliefs 
are granted, the pressure of costs should force employers to 
plead that their pension schemes should be funded at 
minimum levels. These reliefs are special in the sense that 
they do not at present operate for those funded schemes ° 
which are not approved under section 379. 

In practice, the choice is usually not between whether 
to fund or not to fund pensions but between one level of 
external funding and another. Indeed, the major part of the 
paper to which I have already referred was devoted to 
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considering the various possible levels of external funding 
on various actuarial assumptions. It cannot be emphasized 


too strongly that the security of any benefit which has been 


promised to an employee can be severely prejudiced unless 
there is an adequately alienated fund. However, by main- 
taining such a fund, an employer may be reducing his return 
on the total investment in the business. Therefore, under 
the existing code, and indeed under the proposed code also, 
there can be a conflict of interests between an employer and 
his employee on a matter which affects the security of an 
employee's pension. 

There are, of course, other reasons for setting up an 
external fund. If a scheme is to be contracted-out of the 
State graduated pension scheme, the Registrar of Non- 
Participating Employments requires to be satisfied that 
there àre adequate funds to provide the equivalent pension 
benefits. If an employer wishes to accept a transfer payment 
from another approved scheme, the payment could not be 


. made to an internal reserve. "These reasons do not affect my 


contention that if the Government wishes to encourage the 

rowth of good occupational pension schemes, in partner- 
ship with the State scheme, and if the Government wishes 
these occupational schemes to sustain their sizeable con- 
tribution to the nation's savings, there should be some 


positive financial incentive for the external funding of 


pension schemes. 

Whatever the method ot providing pensions, it is 
nevertheless important that a pension scheme 1s approved 
by the Inland Revenue; therefore the benefits provided 
should not exceed their limits. Pensions payable on a 
gratuitous basis have all the disadvantages mentioned by 
Macnair in his recent article (March 12th, issue) and also 
have the disadvantage of not having benefited the employer 
by being promised to the employees while they had been 
working. 

What were the Inland Revenue's objectives in the 
formulation of the new limits? I would have thought the 
first objective would have been to minimize tax avoidance. 
However, in those fields where there seems to be most 
scope for tax avoidance, such as in the provision of large 
pension and lump-sum benefits — particularly for late 
entrants — there has been a relaxation of the limits. Indeed, 
the class of employee likely to suffer most under the new 
code is the low-paid employee who has secured little or no 
relief on paying contributions and who suffers tax when he 
withdraws at one-half the standard rate on the gross amount 
when the contributions are refunded. 

The second Inland Revenue objective might be an 
economic one. l nder this heading, the Inland Revenue 
seems to be obsessed with the employee retiring on a salary 
less than about £2,000 per annum, on 1969 earnings levels, 
whose employer has nothing better to do with his capital 
than to assure this employee of a retirement income greater 
than his final salary (providing the employee concerned 
takes no portion of his retirement benefit in capital form). 
Different employers decide for themselves how they wish 
retirement benefits to be calculated. Many already make 
some allowance for State benefits. Most others, when de- 
ciding which benefit formula will, in their opinion, give best 
satisfaction for money, take State benefits into account 
implicitly. Although I might accept the general principle 
that the payment of excessive benefits on or after retirement 
can represent an ‘unreasonable diversion of national 
resources', Inland Revenue limits can only be a very blunt 
instrument of economic policy. À cynic might suggest a 
more effective instrument which would be to extend the 
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'earnings rule' to include pensions and to relate this rule 
to a person's final salary. 

The third Inland Revenue objective might be social and 
I cannot speak about this with any measure of authority. 

Before the new code is imposed upon us, it seems to me 
essential that we examine its true implications and question 
its objectives. The new code, with its transitional arrange- 
ments etc., is in many respects more complicated than the old 
code and can, therefore, be received only with reservation. 


Yours faithfully, | 
Bechenham, Kent. JOHN D. SPARKS. 


[Whether Mr Sparks is right in thinking that it will 
continue to be possible to maintain a fund as an internal 
reserve in the way outlined in the paper to which he refers, 
and to secure for it the tax advantages available at present, 
Is a question which will only be settled when the precise 
terms of the new legislation are known. In this connection, 
he attaches a significance to the phrase ‘special reliefs’ in the 
Inland Revenue's memorandum which may or may not be 
intended. If he is right, he is also right in suggesting that 
some further incentive is desirable to encourage employers to 
maintain alienated funds which clearly give the employee 
far more security in retirement than his employer can himself 
otherwise give. — Editor.] 


Who Were the Contractors? 


Sir, - Mr D. J. Brown's problem (April 2nd issue) is one 
which calls for the exercise of practical initiative rather than 
legal theory; there was one of Dornford Xates' characters 
who, when similarly confronted, said “Threaten to bring a 
gorilla and let it loose in his shop’. This likewise would not 
be acceptable as an examination answer, and J submit the 
following solutions to Mr Brown's specific eight points: 


(1) Probably no contract at all, as the parties were never 
identified. The customer's offer purported to be 
accepted by some concern of a different (though 
similar) name of whose existence he was until then 
unaware, and which appears to lack any legal persona 
or capacity to contract. 


(2) If a valid contract ever existed, which is doubtful, the 
customer had reasonable grounds of termination. 
Time is normally ‘of the essence’ of a mercantile 
contract (see, e.g., Elindove Ltd o Keech, The 
Accountant, December 25th, 1969) and where no 
time is specified then the contract is to be performed 
within a reasonable time. Also the supplier's own 
conduct raises a strong inference of doubt as to his 
intention or ability to perform his part of the contract. 


(3) Not under the Companies Acts: a limited company is 
an artificial creation of statute, and sections 107-108 
of the 1948 Act lay down the procedure for as- 
certainment of the registered office address. The 
presumption is that this is to be followed. Mr 
Brown may be liable to a default fine under section 
107 (3) and/or section 108 (2), but this is not quite 
the same thing as a legal obligation to disclose an 
address in any form other than as the Act provides. 


(4) Yes: on the facts, this is money paid for no con- 
sideration, and is therefore recoverable. 


(5) A banker who collects a crossed cheque (not endorsed) 
for credit of an account other than the named payee 
does so at his peril: section 82 of the Bills of Exchange 
Act 1882 protects him only if acting ‘in good faith 
and without negligence'. To receive payment for a 
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customer of a cheque drawn in favour of a third 
party, without inquiring as to the customer's title, 
has been held to be negligent: Underwood Lid v. 
Bank of Liverpool ([1924] 1 KB 775), Ross v. London 
County Bank ([1919] r KB 678). The ‘commercial 
convenience' argument sounds like a desperate 
rearguard action by the bank manager, and if the 
bank chose to rely upon it in Court it would have to be 
. proved in evidence that such a commercial custom 
in fact existed and was generally observed. 


(6) Yes, if negligence is established against the bank. 


(7) This is difficult to answer precisely, but as it was 
Brown & Smith (Finance) Ltd which received (and 
ultimately refunded) the customer's cheque, there 
may be a breach of section 108 (4) of the Companies 
Act 1948 in issuing the invoice under a different 
name. Brown's (BSF) Ltd not being registered as a 
limited company, the use of ‘Ltd’ as part of their 
title is an offence under section 439 of the same Act. 
There is also a possible breach of the Registration 
of Business Names Act 1916, although the facts do 
not state whether any reference was made to that 
register. 


(8) Yes. There is a prima facie case of ‘obtaining pecuni- 
ary advantage by deception', contrary to the 'Theft 
Act 1968. (The Accountant, September 7th, 1968.) 


Possibly none of these remedies are as effective against a 
defaulting tradesman as is an approach to the local Press to 
cease carrying his advertisements. This I can testify from 
personal experience also works, but is not recommended 
for examination purposes. 

Yours faithfully, 


WILFRED. 


Specialist Tax Advice 


SIR, — [ conduct a part-time practice, giving both account- 
ancy and taxation advice to individuals and companies. 

A recent approach from a person of some means is based 
on a personal trust which he prefers to rest in me rather 
than another to whom I would introduce him. 'T'he needs 
are for complex tax and investment advice partly beyond 
my ability. Can any reader advise on: 

(a) The ethics of obtaining advice from a third party, and 

the need to disclose this source. 

(b) A reasonable basis for operations of such an arrange- 

ment, including remuneration of the third party. 


Are any other difficulties experienced in practice? 
| Ñ ours faithfully, 
TAX ADVICE. 


[It would appear that specialist opinion is desirable and 
appropriate in the circumstances of this case. Otherwise the 
client might not be adequately advised and our correspondent 
could be involved in liability under the rule imperitia culpae 
adnumeratur. The existing accountant normally decides, 
from his own knowledge of the situation and personalities 
involved, whether or not to inform his client that he is taking 
further advice: the 1969 statement of the English Institute 


«(Members Handbook, section E6, paragraph 5 (d)) seems to 
indicate that either course is ethically permissible. The 


normal basis of charge would, in our opinion, be by reference 
to time employed, though attention may be had to the 
Institute's statement concerning special services requiring 
a high degree of skill and experience. (Handbook, Es, para- 
graph 3) — Editor.] 
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Scottish Institute's Annual Meeting 


HE annual general meeting of members of The 

Institute of Chartered Accountants of Scotland was 
held at 27 Queen Street, Edinburgh, on Friday of last week 
with the President, Sir William Slimmings, C.B.E., C.A., in 
the chair. 

The accounts of the Institute for the year 1969 and the 
annual report of the Council for 1969-70 were adopted. 
(Extracts from the report were published in The Accountant 
of March Ioth.) 


PRESIDENT'S ADDRESS 


In the course of his address, Sir William Slimmings said: 

Instead of making any wide-ranging survey, I propose to 
confine myself today to one or two subjects of cardinal 
importance. 

First, the plans for the future of the profession. Since we 
resumed participation in the negotiations with the other 
accountancy bodies, we have made substantial progress 
with the re-drafting of our rules and bye-laws. We hope to 
hold a special general meeting on June 24th, in Glasgow, 
and the voting at this meeting will be our last word on 
whether or not the Scottish scheme of integration is to be 
implemented. The necessary documentation will be sent 
to you well in advance of the meeting, so that you will have 
plenty of time to consider it. 

The resolution on which you vote will state specifically 
that implementation of the Scottish scheme is dependent 
upon implementation of the English scheme, thereby re- 
peating the proviso contained in the question that you 
answered three months ago. To make the resolution opera- 
tive, a two-thirds majority of those voting will be needed, 
and the Council's hope is that this majority will be em- 
phatically achieved. 


Accounting standards 

Events of the past year have reinforced us in our view that 
adoption of the integration schemes, and the co-operation 
which will flow from adoption, provide the best means of 
tackling the difficulties that face the profession. These 
dift.culties are many. Take, ju$t as an example, the question 
of accounting standards, about which so much has been 
written recently. It poses very difficult problems indeed; 
problems to which there is no instant solution, but prob- 
lems to which we must try to find the right answers. 
Finding these answers will require an operation that 
combines the best skills and experience existing within the 
profession, whether these skills and experience are exercised 
in public practice, in industry, in commerce, in the public 
service or in universities and colleges. 

Failure to find answers to some of these problems en 
accounting standards could jeopardize the standing of the 
profession in a business community that is increasingly 
articulate and increasingly critical — and this would, of 
course, affect the Scottish Institute. It follows that we as an 
Institute must take a much more direct part than we have 


in Edinburgh 





Sir William Slimmings, C.B.E., C.A. 


hitherto done in formulating and publishing statements on 
accounting standards, and the Council has already come to 
this conclusion. Desirably, our work in this field should be 
done as part of the combined operation by the whole pro- 
fession which I have suggested as being necessary. 


Educational policy 


The next subject on which I would touch is education. In 
my foreword to the annual report I mentioned our con- 
ference at North Berwick, and the report and recom- 
mendations emanating from this conference will be sent 
to you with the April issue of The Accountant’s Magazine. I 
regard this as a highly important document. The decisions 
that we take on it will determine our educational policy for 
many years to come. This is why the Council has decided 
to treat the report as an exposure draft, so that the whole of 
the membership, our students and others who are interested 
in educational matters will have adequate opportunity to 
comment on it. I trust that the outcome will be a policy 
which demonstrates our determination to remain in the 
forefront of accountancy education - our determination 
not merely to maintain our present high standards, but to 
enhance them. 

Education must embrace post-qualifying as well as pre- 
qualifying activities. Many times during the year I have 
stressed the need for a strong programme of post-qualifying 
education if we are to keep pace with rapid developments 
in knowledge and techniques. Thanks to the work of an 
active and dedicated Post-qualifying Education Com- 
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mittee, we already have a programme which does us great 
credit, but we can do more. 

One of the big questions to be answered is how best to 
bring the whole subject of education, pre-qualifying and 
post-qualifying into a coherent pattern. We believe that the 
answer is to have an Educational Trust which will compre- 
hend all our educational activities. Only an hour or two ago, 
the deed setting up such a trust was signed. This, of course, 
is just the first step. To become a going concern, the 
Educational Trust will need to be substantially endowed, 
and this will entail an appeal for funds. 

Although some preliminary work has been done, an 
appeal cannot be launched until we are able to say with 
reasonable precision what the Trust’s activities will be; and 
this must await the outcome of the integration proposals, 
as well as the decisions on the recommendations from the 
North Berwick conference. But the setting up of the Trust 
is a start. 

There is just one other thing that I would say in con- 
clusion. I am absolutely sure that our Institute, relatively 
small though it is, can be a tremendous source of strength 
to the profession in the difficult years that lie ahead. I 
trust that we will use our potential in the best possible way. 


Office-bearers 


As announced under ‘Current Affairs’, Mr G. D. H. Dewar, 

C.A. (Glasgow), was declared elected as President and Mr 

Ian T. Morrow, Companion LE.E.(HON.), C.A., F.C.W.A., 

A.T.LI., as Vice-President for 1970-71. Each briefly ex- 
pressed his thanks. 

: Members of the Council for 1970-71 were elected as 

follows: 


(a) Members practising in Scotland 
Mr A. W. Bryson (Ayr), Mr W. N. K. M. Crawford, v.R.D. 
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(Edinburgh), Mr Steven L. Henderson (Aberdeen), Mr J. L. 
Kirkpatrick (Glasgow), Mr W. Stewart McFarlane (Glasgow), 
Mr R. A. McWilliam, B.L. (Inverness), Mr David L. Nairn 
(Glasgow), Mr A. B. Richards (Edinburgh), Mr Ronald 
Williamson (Glasgow), Mr D. I. Worsley (Dundee) and 
Mr W. R. Young (Perth). 


(b) Members practising in the United Kingdom outside Scotland 
Mr T. W. Macdonald (London), Mr W. R. S. Ritchie 
(London) and Mr W. N. Hunter Smart (London). 


(c) Members not in practice 

Mr Norman R. Beattie, J.P. (Aberdeen), Mr A. D. Clark 
(Dundee), Mr William Ingleby (Glasgow), Mr G. B. 
Esslemont, C.B.E., MA, LL.B., B.COM., F.I.M.T.A., J.P. 
(Glasgow), Mr W. G. P. Fraser, T.D., A.C.W.A. (Glasgow), 
Mr J. R. McLaren (Edinburgh), and Mr J. K. Steward 
(Wilmslow). 


Retiring members of Council 


A vote of thanks was passed in respect of the services of the 
retiring members of Council: Messrs W. A. Brown, T. D. 
Lynch (both of Glasgow), Robert Crawford, F.c.w.a. 
(Greenock) and Samuel M. Raeburn (Aberdeen). 


Handing over of presidential badges 


Sir William Slimmings invested Mr G. D. H. Dewar with 
the Presidential Badge and Mr Dewar then took the chair 
and expressed his thanks for his election as President. 

Mr Dewar invested Mr Ian T. Morrow with the Vice- 
Presidential Badge and Mr Morrow expressed his thanks. 


Vote of thanks to Sir William Slimmings 


Mr Dewar moved a vote of thanks to Sir William Slimmings 
for his work as President of the Institute and for his conduct 
of the meeting. Sir William expressed his thanks. 





The Financing of Local 


Government 


national product. The yield from the 
single tax available to local authorities, 
the local rate, was not increasing at 
the same pace, and local authorities 
were becoming more and more de- 
pendent on Government grants, which 
represented a serious threat to the 
maintenance of local self-government 


HE Institute of Municipal 

Treasurers and Accountants held a 
week-end conference at the University 
of Sussex from April 3rd-sth, on the 
theme “The financing of local 
government’. The conference was 
attended by treasurers and senior 
financial officers from local govern- 
ment, and by representatives from 
central Government departments. The 
Chairman of the Conference was Dr 
A. H. Marshall, C.B.E., M.A., B.SC. 
(ECON.), F.C.A., F.I.M.T.A., Deputy 
Director of the Institute of Local 
Government Studies, University of 
Birmingham. (Dr Marshall was for- 
merly City Treasurer of Coventry and 
is a Past-President of the Institute.) 

The conference was held against the 


background that the structure of local 
government in this country is likely 
to be reformed in the next few years, 
and that the Government is shortly to 
issue a Green Paper on the proposed 
arrangements for financing the re- 
organized local government system. 
The main speakers were Mr A. J. 
Barnard, M.A., F.C.A., F.I.M.T.A., City 
Treasurer, Norwich; Mr D. 
Oedekoven, City Treasurer, Wies- 
baden, and Mr K. Knutsson, of the 
Swedish Association of Towns. Mr 
Barnard outlined the» problem faced 
by this country in financing those 
public services administered by local 
government. The expenditure on 
these services was increasing at a 
rapid pace, faster than the gross 


as an essential democratic element in 
society. It followed that local authori- 
ties need additional independent 
sources * of revenue. 

The conference studied various 
possibilities of obtaining additional 
sources of revenue for local govern- 
ment, including local income taxes, 
sales taxes, motor vehicle taxes and 
the possibility of deriving additional 
revenues from charges for services. 
These were considered in the light 
of information from the speakers from 
West Germany and Sweden, where 
important changes are taking place in 
financing local government. The con- 
ference also considered improvements 
which might be made to the rating 
system. 
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Students in an Era 


IEWS of interest to all students 

emerged at an informal meeting 
held recently between Mr E. L. 
Ashton, M.A., F.C.A., President of the 
Liverpool Society of Chartered Ac- 
countants (pictured above) and two 
members of the Committee of the 
Liverpool Chartered Accountant 
Students’ Association. 

Mr Ashton, who is a Past President 
of the Association, expressed his 
personal views on various matters of 
current importance in answer to 
questions put to him, and we refer 
below to some of the topics discussed. 


During your year of Presidency you will 
have met many senior members of the 
profession; have any of these put forward 
any problems which directly affect stu- 
dents in other areas or nationally which 
have been solved by close liaison between 
members of the district societies and 
students’ societies? 


The short answer is — ‘No’. Although 
I have talked with senior members of 
other district societies, and of the 
profession as a whole, there have been 
very few points brought up affecting 
students other than the normal examin- 
ation points. 

I think Liverpool is one of a fairly 
small number of societies where the 
whole of the committee of the As- 
sociation is student, except in the case 
of the President who is qualified, and 
he is after all chosen by the students in 
the first instance. You probably know 
that the idea of having two students on 
the District Societies Committee is 
proposed specifically in ‘Future Plans’. 

I don’t know whether I think this is 
necessarily a good thing. I am a firm 
believer in close relations between the 
students and the senior society, but I 
am also a firm believer in the students 
having the freedom to run their own 
affairs, and this has been the pattern in 
Liverpool for as long as I can remember 
— that the senior society has never tried 
to influence the students in what they are 
doing unless and until they started 
doing something wildly outrageous or 


of Change 


extravagant, and so far they have not, 
which to me is the proof of the value 
of the system. 


Would you be in favour of student 
representation on the district society 
committee and do you feel that closer 
relationships between student societies 
and district societies are desirable? If so, 
do you think that in the near or foresee- 
able future that liaison committees or 
closer representation might be set up? 


I am bound to say there is an awful 
lot discussed at the senior society 
committee meetings and subcommittee 
meetings which is of no conceivable 
interest to the students, and again the 
pattern in Liverpool has been not to 
have students represented physically on 
all the subcommittees and the main 
committee, but to try and maintain 
contact with the President of the 
Association, or with the officers in- 
formally when anything crops up which 
does appear to affect them, and I 
believe personally that in Liverpool 
this works. 

The Institute is looking to the future 
and looking to the fact that the number 
of students if we join forces with the 
Certified and the Cost and Works and 
the Municipal Treasurers, will be 
multiplied by about four. They have a 
lot of registered students and initially 
there will be something like four times 
the number of students to cope with, 
and under ‘Future Plans’ it is intended 
that there should be direct repre- 
sentation on the senior society com- 
mittee. 'lThis may in turn reflect itself 
on the subcommittees, but it is a 
matter of deciding where the students 
are interested. 


Student activities 


Should student activities of all kinds 
(within reason) be encouraged by prin- 
cipals, bearing in mind the clause in the 
standard articles sfating ‘that the clerk 
shall have reasonable leave of absence for 
student activities’? 


I believe, ‘Yes’. But I am only speak- 
ing here for myself, and I think any- 
body faced with this question would 
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say it depends on what you mean by 
‘within reason’. I think I must say that 
ultimately it is the principal who must 
decide what is within reason, and the 
senior society has no power to say to a 
principal, ‘You must allow your clerk 
so many hours off to this or that or the 
other of student activities’. 

In fact, the Liverpool Society — 
and the Institute — has always tried to 
preserve the independence of the 
principal. So I say, ‘Yes’. I encourage 
student activities of all reasonable 
kinds and up to any reasonable amount. 
I am prepared personally to say to an 
articled clerk, ‘I think you are spending 
too much time on non-examination sub- 
jects and not enough on examination 
subjects’, and I think that any principal 
has to be free to do this. 


Salaries 


Bearing in mind that articles permit 
reasonable leave of absence for student 
activities do you feel that as: 


(a) over the last 15 years ‘Premiums’ 
have virtually ceased and articled 
clerks have been paid gradually 
increasing rates of remuneration, 
students should be paid a fully 
competitive commercial salary and 
student activity should be en- 
couraged at the same level? or 


(b) that higher remuneration be paid 
with a curtailment of student 
activity? or 


(c) that students be encouraged with 
their local society activities and 
other benefits and accept lesser 
remuneration than their contem- 
poraries in other spheres of life? or 


(d) that as in (c) above but with in- 
creases in salary to keep pace with 
inflation? 

I think it is right to say that students 
over the last 15 to 20 years have experi- 
enced very much improved conditions 
of working and salaries, and, I think, 
greater encouragement to take part in 
student activities. When you look at the 
same situation from the point of view of 
the principal, he is tending to get less 
working hours out of the same number 
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of articled clerks at a greater expense, 
and he is bound to wonder when the 
process is going to stop, and whether 
there may not come a time when it will 
be more economical for him to con- 
centrate on full-time staff, and not so 
much on articled clerks. 

I think it is right to say this because 
it is one of the things that was men- 
tioned by members in various parts of 
this Society's area when 'Future Plans' 
was first being discussed. I went round 
to meetings in Warrington and Chester, 
and in one or two other places, and 
quite a number of people said “The 
supply of articled clerks for members 
in practice is going to dry up if “Future 
Plans" comes in, because so many of 
them already go straight into industry 
when they qualify, and they would 
much prefer to get their training in 
industry; therefore, we poor members 
in practice are going to be left without 
a supply of articled clerks, and we might 
as well get used to it now, so we won't 
take on any more articled clerks and will 
concentrate on paid staff'. 

It is difficult to get the full-time paid 
staff, but this is a tendency. 


Variable rates 


Can I now go on to this other ques- 
tion about gradually increasing the 
rates of remuneration to a fully com- 
petitive commercial salary, or less or 
more, and the amount of student 
activities that should go with it. 

I do not honestly think that the two 
are related. I think that any principal 
who says 'If you spend more than X 
hours per year on student activities, I 
will reduce your salary by Y pounds' 
is on the wrong terms with his articled 
clerk altogether. 

I think that salary levels have risen, 
and will go on rising, but I personally 
don't think they will ever reach what 
you describe as a competitive com- 
mercial salary. If you look to the situa- 
tion that will arise if ‘Future Plans’ go 
through, there will be a lot of registered 
students under training contracts in 
industry, and you may think that the 
standard of salaries in industry is 
higher than it is in the profession. It 
certainly is inclined to be for qualified 
men, but I do not think it is necessarily 
going to be so for students under training 
contracts, because although the Insti- 
tute has not announced the terms very 
widely, I think that the principal in 
industry is going to have to accept some 
quite heavy responsibilities, and I 
think he is certainly going to have to 
give his registered student a fair 
amount of time off for theoretical 
study. 

I think that for this reason, the level 
of salaries for registered students in 
industry is not going to be vastly 
greater than it is in a practising office, 
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but I do believe that the tendency will 
be upwards. 

As regards the amount of time that is 
devoted to student activities, I do not 
think this is in any way related to 
salary. I think the criterion here must 
be ‘moderation in all things’. 

If the students follow the current 
fashionable pattern of demanding the 
earth and refusing any sort of co- 
operation or quid pro quo, then obviously 
they will put the backs of the principals 
up, and nobody will benefit. But if they 
carry on as sensibly as they have over 
the last few years, then I am sure they 
will get a fair deal. 


Transferability of articles 


The Association of Chartered Ac- 
countant Students’ Societies Executive 
Committee are pressing for transfer- 
ability of articles — are you in favour of 
this bearing in mind the following points: 
(a) that clerks may transfer at will; (b) 
that principals may dismiss or demand 
transfer at will; (c) that the Institute may 
demand transfer; (d) that transfer be 
linked to a ‘training record’ of experience 
gained, etc.; (e) that the effective ‘brake’ 
be that there must be a principal for the 
clerk to transfer to? 


If the situation gets to a point where 
the relationship between the articled 
clerk and the principal has broken down 
completely, then I am quite sure a 
transfer of articles for the articled 
clerk can be arranged. 

You see there are one or two fright- 
ful implications in this — that the clerk 
may transfer at will without the consent 
of his present principal. It means it can 
be done in the heat of an argument; it 
could be done as a threat, but it does 
not really help the articled clerk very 
much. I do not believe in disagreements 
being left to action of this sort: they 
ought to be resolved on an agreed basis. 

I think ideally the Institute would 
prefer, and I think I would prefer and 
most clerks would prefer, to stay with 
the same principal through the period 
of articles, even if he arranged for them 
to spend a year somewhere else during 
that time. But it should be done by 
mutual agreement. 

So I instinctively shy from all aspects 
of this question because I think it 
implies disagreement, and I do not like 
that as a basis. 

Can I read between the lines and say 
if ACASS is looking for easier transfer 
of training between industria] and 
practising offices, then I think this is 
probably a good thing. 

There is, at the moment, freedom to 
second an articled ‘clerk to industry; 
the difficulty has been to find companies 
in industry who are prepared to take an 
articled clerk for six months. It has 
normally only been done where there is 
an existing contact with a company, 
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but the position is going to be very 
different in future. Indeed, I believe 
that a student on a training contract 
in industry might be very glad to be 
seconded for a year to a practising 
office to find out about some of the 
subjects that he is going to have to 
answer in the examination paper. 

Similarly, I think that any articled 
clerks serving articles or on training 
contracts in a practising office might be 
very much better able to pass their 
examinations if they had a secondment 
for a year, and, of course, it is going to 
be very much easier to arrange some- 
thing like this if, as we are soon likely 
to have, 75 per cent of students 
training in industry, with only 25 per 
cent in practising offices. 


Training records 


Apart from (d) above, are you in favour 
of training records for articled clerks, 
which should be signed by both principal 
and articled clerk and examined by the 
Institute regularly? 


'The Institute devised and sent 
round to district societies for comment 
last year a form of training record, and 
it was broadly approved by the district 
societies. 'l'here were one or two 
questions of principle raised which as 
far as I know have not yet been satis- 
factorily resolved. For example, is 
the training record to be sent up to the 
Institute when it is complete, and the 
articles have run their term, or is it to 
be the property of the principal? If so, 
might not the articled clerk want to 
show it to a prospective employer to 
show what experience he has had 
during his articles. If it gets into the 
hands of a prospective employer, could 
it possibly be misused. If it belongs to 
the articled clerk as opposed to the 
principal, could it possibly disclose to 
some other member in practice the 
nature of the work carried out, and 
possibly even the identity of the clients. 

In general, the training record is 
regarded as a step in the right direction, 
but it is the use of it and the ultimate 
disposal of it which is rather in the air 
at the moment. 

Now again, going back to ACASS 
and the points in the previous question, 
I think that the idea of moving an 
articled clerk when his training record 
indicates that he has had a reasonable 
experience in a particular field and 
ought to move on to something else is 
fine, but I don't want to feel that the 
training record can be brandished in 
front of the principal's face with the 
threat ‘I have not had enough experi- 
ence of this and what are you going to 
do about it?’ 

But I am in favour, and the district 
societies generally are in favour of a 
training record for what I believe is its 
main purpose, which is to give the 
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widest and best possible experience in 
articles to the articled clerk. 


What specific advantages and dis- 
advantages do you see arising out of 
integration? 

There has been an awful lot of talk 
since the ‘Future Plans’ scheme came 
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out about the differences in training 
methods between the various bodies. 

I think the real answer to integration 
is that if these bodies are doing ul- 
timately very similar work, it is very 
much better if they are brought 
together under the one roof, and speak 
with one voice. 

Perhaps the disadvantage that has 
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been most quoted is the possible 
dilution of the profession — that is to 
say letting in people who are below the 
standard the Institute sets. But, 
frankly, I don’t know whether this is 
the case. I think nowadays the examin- 
ations of the other bodies are probably 
just about as difficult as ours. I should 
not like to have to take any of them! 





London Students’ Residential 
Course at Cambridge 


THE twenty-fifth Cambridge Resi- 
dential Course of the Chartered Ac- 
countant Students’ Society of London, 
held at Corpus Christi and Pembroke 
Colleges from Thursday to Sunday of 
last week, could well be claimed as the 
most successful the Society has ever 
held. Such was the interest in the 
papers that the discussion groups were 
never at a loss for debating topics 
which set the pace for creative think- 
ing. The group meetings also provided 
an opportunity for members to get to 
know one another — a particularly 
valuable element. 

The course was ably chaired for the 
first two days by Mr Geoffrey B. C. 
Hughes, M.A., F.C.4., and Mr Stuart 
McDonald, B.A., A.C.A., then took the 
chair for the remainder of the course. 
Introducing the first session on "Trade 
unions in Britain’ by Mr David Lea, 
M.A., Secretary, Economic Depart- 
ment, Trades Union Congress, Mr 
Hughes said ‘many people have lots of 
preconceived notions about trades 
unions so we thought it a good idea to 
start the course on this subject in the 
hope of shattering a few of them’. Mr 
Lea gave an up-to-date review of the 
trades union movement and dealt with 
many aspects in detail. 

Intense interest was shown by 
members in a talk by Mr Peter Baker, 
M.A., A.C.A., an investment manager of 
N. M. Rothschild & Sons, on ‘Stock 
exchange investment in practice’ which 
he covered in two parts — recent 
developments and their impact on the 
stock-market, and the approach of the 
institutional investor to stock-market 
selection. 

In the first part, he referred to the 
growth of institutional money man- 


agement (particularly unit trusts and 
equity-linked assurance); the rise of 
the ‘total return’ concept — net of 
taxation and net of inflation — in which 
the traditional separation of ‘capital’ 
and ‘income’ has become blurred; 
the emergence of a price-earnings 
orientated market and the decline in 
importance of dividend yield as a deter- 
minant of share value; the growth of 
investment analysis; and the increased 
importance of 'performance', which 
he defined as the maximization of total 
net return, within an acceptable risk 
factor. 

In the second part, he covered the 
following areas: valuation of equities 
in terms of assets per share, dividends 
per share, and earnings per share; the 
fundamental importance of soundly 
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Mr Stuart McDonald, B.A., A.C.A., Chairman of the Society and of the final two days 


applied accounting principles in deter- 
mining the “quality” of earnings, with 
particular reference to R and D, basis 
of depreciation, basis of accounting 
for profit on contracts, and valuation 
of inventories. 

Mr Baker was particularly emphatic 
that the true cost of equity capital 
should be measured in terms of the 
impact on earnings per share and was 
unrelated to the current dividend ‘cost’ 
to the company. He stressed that 
there would be less misunderstanding 
of the true cost of equity capital if 
more followed the commendable prac- 
tice of those few companies giving as 
much attention to the reporting of. 
earnings per share in their annual 
accounts as to the absolute level of 
pre- or post-tax profits unrelated to 
any changes in issued share capital. 

Mr Baker concluded his address 
with a reference to the improved 
standards of disclosure in accounts 
following the 1967 Companies Act 
and the requirements of the Stock 
Exchange. However, he declared that 
there was still considerable scope for 
more informative accounts and on 











of the conference (right), is handed a list of questions raised by one of the discussion 


groups. 
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this subject drew attention to the 
Institute's recent 'Statement of Intent'. 


Public speaking 

Next on the programme was a talk by 
Mr Halmer Hudson, F.c.A., on ‘Public 
speaking'. Widely acknowledged for 
his expertise on tax matters, he proved 
that he is also an authority on the 
process of verbal communication and 
gave one of the most amusing and 
informative introductions to the sub- 
ject ever heard. Of all people, said Mr 
Hudson, accountants should be able 
to express their knowledge in simple 
terms to those who are unaware of 
‘the rules of the game’. His talk, aided 
by tape recordings, was a delight to 
listen to and everyone came away 
considerably enlightened on how to 
express themselves clearly. 

On Saturday morning there was a 
talk on "The balance sheet is just the 
beginning — a view of corporate 
financial planning. Some members 
had expressed the hope that the author, 
Mr William Wike, B.A.(ECON.), A.C.A., 
of Morgan Grenfell & Co, would cope 
with the paper in the way Mr Halmer 
` Hudson had suggested. Within the 
first 60 seconds he had his audience 
riveted to the subject and so they 
remained throughout the next hour 
and a half. With the aid of informative 
slides, Mr Wike dealt most ably with 
the balance sheet, take-overs and 
mergers, raising money, and share 
quotations. 

Of the balance sheet, he said that it 
could, and did in many instances, give 
a totally unrepresentative picture of 
a company's trade through various 
methods of ‘window dressing’. There 
were, he continued, two sides to the 
historical nature of the balance sheet. 
The first of these related to the period 
being reported on, and the second, 
and more controversial side, was that 
the balance sheet was based on his- 
torical figures and values. Attempts, 
said Mr Wike, had been made to 
produce accounts which were revalued 
each year in accordance with the price 
index number, thus keeping the assets 
more in line with current values, but 
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Some course personalities at a coffee break in Hall at Corpus Christi College. Left to right: 
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Mr Peter Baker, M.A., A.C.A., talking to Mr Halmer Hudson, F.C.A. (back to camera), 
together with the Rev. E. Garth Moore, M.A, Chancellor of Corpus Christi, Mr Geof:rey B. C. 
Hughes, M.A., F.C.A., Course Chairman for the first two days, and Mr Derek du Pré, the 


Society's Secretary. 


this, he said, had not been very 


successful although it was being 
discussed, largely academically. 
Moving on to take-overs and 


mergers, he said the preliminary work 
involved the comparison of the two 
companies by the corporate planner. 
Frequently, the only details available 
at this stage were the published 
figures and it was therefore necessary 
to work from these and cards provided 
from statistical services in order to 
make a comparison of both companies. 
Four areas were involved: share 
capital and reserves, assets, earnings, 
and market capitalization. 


Relative size 

The first of these must be carefully 
examined - ‘many a mistake has been 
made in taking the wrong nominal 
value of the shares and working in a 
hurry. It was also important to 
examine the relative size of the two 
companies in:.terms of earnings be- 
cause here were the after-tax profits 
that were going to be contributed to 
the new group. The balance sheet, as 
he reminded everyone, was an his- 
torical document and for future 


planning one was very much in the 
realms of ‘cloud cuckoo land’. 

After outlining the factors a take- 
over or merger will take into account, 
such as earnings potential and net 
asset value of shares, Mr Wike then 
dealt in some detail with methods of 
obtaining a quotation on the Stock 
Exchange and the reasons for doing so. 

On Sunday, following morning 
service in Corpus Christi College 
Chapel, conducted by the Chancellor, 
the Rev. E. Garth Moore, M.A., the 
course concluded with an informal 
talk by Detective Chief Superintendent 
P. M. Coppack, head of the City of 
London Police Fraud Squad. 

Mr Hughes presided at the guest 
night dinner in Corpus Christi when 
the Rev. E. Garth Moore gave an 
interesting account of the history of the 
College. Mr Hughes also presided at 
the guest night dinner in Pembroke 
on the following night when Mr R. C. 
Trebilock, a Fellow of the College, 
outlined the history of Pembroke. 

The traditional ‘punt race’ was held 
on Saturday afternoon when a large 
crowd enjoyed watching this rather 
wet sport. 
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‘Let Industry Know What We Can Do’ 


HARTERED  accountants should seek to inform 

industry of the services they can offer, said Mr R. G. 
Leach, C.B.E., F.C.A., President of The Institute of Chartered 
Accountants in England and Wales, in Birmingham last 
week. 

Speaking at the annual dinner of the Birmingham and 
West Midlands Society of Chartered Accountants in reply 
to the toast of the Institute, he said he believed that as a 
profession, accountants must let the business world know 
that they were able to give consultant services in budgeting, 
data processing, stock control and other forms of manage- 
ment information. 

Referring to the scheme for the development and inte- 
gration of the profession, Mr Leach went on: 

'Although we shall be adding to our numbers, the same 
increase — so per cent -as we did when we merged with 
the incorporated accountants in 1957, I believe this will 
strengthen still further our close interest in the business 
world'. 

Mr Leach said educational plans for the profession were 
still under close examination. An Advisory Board of 
Accounting Education had been formed, comprising 50 
per cent education experts and 50 per cent members of the 
Institute. 


An exciting year 


It had been an interesting and exciting year in the history 
of the Institute and he believed the future of the Institute 
was very bright. 

"There is no doubt that we have a unique position in the 
world of accountancy. In the USA - perhaps the most 
developed economy in the world - the lawyer is preferred 
to the accountant as a business adviser at all levels.' 

Lawyers there carried out a considerable proportion of 
the tax work, and were more likely to become top business 
executives. It was rare to see an accountant appointed a 
member of a Government commission. 

What accounted for this marked difference of standing? 
He believed this was due to chartered accountants in Britain 
being regarded as business-minded and practical. From the 
smallest practitioner to the largest firm, they tried to help 
their clients with problems. 

Proposing the toast of the Institute, Mr Hilary Eccles- 
Williams, c.B.E., Vice-President of the Association of 


! NI 


President at Birmingham Dinner 








At the reception preceding the dinner (ett to right): 
Mr A. S. Maddison, F.C.A., President of the Society; 
Mr R. G. Leach, C.B.E., F.C.A., President of the Institute; 
Mr Hilary Eccles-Williams, C.B.E., Vice-President, Asso- 
ciation of British Chambers of Commerce. 


British Chambers of Commerce, said that the role of 
chartered accountant was of increasing value and import- 
ance. A very high proportion of the chairmen of public 
companies were members of the profession, and he had 
read that the salaries in accountancy were rising faster than 
in any other profession and yet the demand for qualified 
accountants was growing faster still. 


A clear vote 


In the course of his toast to the guests, Mr A. S. 
Maddison, F.c.A., President of the Birmingham and West 
Midlands Society of Chartered Accountants, likened the 
plans for unifying the accountancy profession to an in- 
tended marriage, the parties to which were as yet only 
‘walking out together’. 

The careful preparation of the scheme, the lengthy 
negotiations concerning it, and the opportunities for debate 
which had ensued, at least demanded that the Councils 
of the participating bodies should be given a clear and 
decisive expression of feeling and not be left in doubt, he 
said. 

The reply to the toast was made by Mr P. J. Feeny, 
President of the Birmingham Consular Association. 


Capital Annuities Limited announce the 


BONUS and BOND 


NU 


3———— 

1 BROAD STREET PLACE 
LONDON EC2 

TEL. 01-588 2611 


SELF-EMPLOYED RETIREMENT ANNUITY — BASIC PENSION -- BONUS - BOND 
Why not ask us for a quotation ? 
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Notes 
and 
Notices 


PROFESSIONAL NOTICES 
F. W. CLARKE & Co, Chartered 


Accountants, of Leicester, announce 
that they are now carrying on their 


practice in association with ‘TOUCHE 
Ross & Co. 


Cooper BROTHERS & Co and 
Coopers & LYBRAND announce that 
they have admitted to partnership Mr 
Roy NELSON CHAPLIN, Mr ANTHONY 
Mom ScRUTTON and Mr PETER 
. BANBURY WALSH, B.A., in London; Mr 
ARTHUR VERNON SHARMAN, B.COM., in 
Birmingham; Mr  RoBERT WATT 
NICOLSON, A.T.LL, in Glasgow; and 
Mr Dam BRIAN Appis HIRST in 
Cardiff. Mr PETER MicHAEL BURNHAM, 
B.A., has been appointed a director of 
COOPER BROTHERS & Co (unlimited) 
and Coopers & LYBRAND (unlimited) 
in London. 


DELOITTE, PLENDER, GRIFFITHS, 
ANNAN & Co announce that Mr ALAN 
UNDERWOOD, who has been a partner 
resident in Bulawayo for 27 years, 
retired on March 31st, 1970. Mr 
UNDERWOOD has been the senior 
partner in the Bulawayo office for over 
20 years. 


DELOITTE, PLENDER, GRIFFITHS, 
ANNAN & Co announce the admission 
to their partnership on April 1st, 1970, 
of Mr J. G, REID, LCA, C.A.(S.R.). 
Mr RED, who has been a senior 
member of their staff for some years, 
will be resident in Blantyre, Malawi. 


DELOITTE, PLENDER, GRIFFITHS, 
ANNAN & Co announce the resignation 
from their Zambian partnership on 
March 31st, 1970, of Mr L. Drew, 
C.A.(S.R.). Mr DREW was resident in 
Ndola. 


DELOITTE, PLENDER, GRIFFITHS, 
ANNAN & Co announce the admission 
into their Zambian partnership of Mr 
J. C. JEFFREY, A.C.A., Mr JEFFREY has 
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been for some years a senior member 
of their Lusaka office staff and will 
now be resident in Ndola. 


DELOITTE, PLENDER, GRIFFITHS & 
Co announce the admission into their 
London partnership on April rst, 1970, 
of Mr M. G. WHEELER, A.C.A., and 
Mr I. C. M. ROBERTSON, C.A., both of 
whom have been senior members of 
their London staff for some years. 


DELOITTE, PLENDER, GRIFFITHS & 
Co and DELOITTE, PLENDER, HASKINS 
& SELLS announce the admission into 
their South Wales partnerships on 
April 1st, 1970, of Mr J. S. HowELLs, 
A.c.A., who has been a senior member 
of their Bridgend office staff for some 
years. 


DELOITTE, PLENDER, GRIFFITHS & 
Co and DELOITTE, PLENDER, HASKINS 
& SELLS announce the admission into 
their Paris partnerships on April rst, 
1970, of Mr R. Marron, Expert 
Comptable, who has been a senior 
member of their Paris office staff for 
some years. 


FRANK DowNING & Co, Chartered 
Accountants, of 24 Norfolk Row, 
Sheffield 1, announce the retirement 
of Mr P. G. JORDAN, F.c.A., from the 
partnership with effect from March 
31st, 1970. The practice is being 
continued by Mr D. W. ALLEN, F.c.A. 


FRYER, SUTTON, Morris & Co, 
Chartered Accountants, of London, 
Reading and Basingstoke, announce 
that Mr S. Morris, F.C.A., retired from 
the firm as from April rst, 1970. 


ELLIOTT NORMAN JacoBs & Co, 
of Argyll House, 246-250 Regent 
Street, London Wr, announce that 
Mr K. K. SETHI, A.C.A., and Mr A. G. 
BLOCH, A.C.A., who have been with the 
firm for several years, have now been 
admitted as partners. The name of the 
firm remains unchanged. 


LIONEL H. LEMON & Co, Chartered 
Accountants, of 221-223 Oxford Street, 
London W1R 2HX, announce that Mr 
ANTHONY JOHN BARRETT, A.C.A., who 
has been associated with the firm for 
several years, was admitted as a 
partner on April rst, 1970. 


PHILLIPS & HALLIDAY, Chartered 
Accountants, of Westminster Bank 
Chambers, Wellingborough, Northants, 
announce that Mr D. W. MUNNS, 
A.c.A., has been admitted to partner- 
ship as from April st, 1970. 


B. SUGDEN & Co, Chartered Ac- 
countants, of 63 Athol Street, Douglas, 
Isle of Man, announce that Messrs 
J. M. CLAREE, F.c.A., and B. KARRAN, 
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F.C.A., have been admitted to partner. 
ship as from April rst, 1970. 


TEMPLE, GOTHARD & Co, Chartered 
Accountants, announce that Mr 
C. C. D. LEADBEATER, A.C.A., and Mr 
G. CARTMELL, A.C.A., who have been 
senior members of their staff for 
several years, have been admitted to 
the partnership as from April 8th, 
1970. 

ToucHe Ross & Co, Chartered 
Accountants, announce that they are 
now practising in Leicester in as- 
sociation with F. W. CLARKE & Co, of 
The Friars, 154 Upper New Walk, 
Leicester. 


WHITTINGHAM, RIDDELL & Co, 
Chartered Accountants, Shrewsbury, 
announce that Mr D. A. PRITCHARD, 
A.C.4., and Mr J. McA. Hopcson, 
A.C.A., have been admitted to partner- 


ship. 


APPOINTMENTS 
Mr A. M. Black, c.a., has been 
appointed executive director of 


Bambergers (Timber and Plywood) 
Ltd. 


Mr W. J. Franklin, F.c.a., pre- 
viously managing director of PD 
Timber Ltd and a director of Cory 
Brothers & Co Ltd, has become a 
director of Powell Duffryn Ltd, the 
parent company. In his new post, Mr 
Franklin also becomes chairman of 


PD Timber and Cory Brothers. 








Mr W. J. Franklin. 
Mr J. D. Spooner, M.A., F.C.A., has 

been appointed a director of ‘The 

Ocean Steam Ship Company Ltd. 


Mr B. C. Granger, F.c.A., has be- 
come director of finance of the Milk 
Marketing Board. He succeeds Mr 
J. B. Jones, B.A., F.C.A., who is to 
retire from the board later this year. 


Mr A. M. Powell, B.sc.(ECON.), 
A.C.A., has joined the board of Wheeler 
Crittall Berry Ltd as financial director. 


Mr B. G. Pratt, A.A.C.C.A., has been 


appointed project accountant of 
Brooke Bond Oxo Ltd. 


Mr J. D. Spooner. 
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Mr R. C. B. Reid, B.A., CA, has 
been appointed a director of Aberdeen 
Trust Ltd following the retirement 
from the board of Mr L. M. Davidson, 
C.A. 

Mr F. Shaw, A.1.M.T.A., deputy 
chief accountant of the South Eastern 
Electricity Board, has become chief 
accountant of the board following the 
retirement of Mr Arthur Dent, D.P.A., 
F.I.M.T.A. 


Mr P. S. Skelton, F.C.A., formerly 
finance director of Petbow Ltd, has 
become managing director of the 
company. He is succeeded as finance 
director by Mr M. S. Patterson, 
F.C.A., who also becomes secretary. 


Mr I. R. Stewart, F.c.A., has been 


appointed a director of Scottish Tea 
& Rubber Trust Co Ltd. 


Mr Brian F. Trent, A.C.A., has 
become financial director of Franco 
Signs Ltd. 


IN PARLIAMENT 
Investment Grants 


Mr SHELDON asked the Minister of 
Technology when he expects to re- 
ceive the results of the study of the 
effectiveness of the investment grant 
scheme. 

Mr Davi» Howe tv asked the 
Minister of Technology by what date 
he now estimates that his department's 
investigation of the eífectiveness of 
investment grants will be completed 
and published. 

Mr VARLEY: I hope that the study 
will be completed by the end of the 
year. The question of publication will 
be considered when the results are 
available. 

Hansard, March 23rd, 1970. Oral 


answers, col. 965. 


After-Tax Returns on Securities 


Mr Davin Howe tu asked the Chan- 
cellor of the Exchequer (1) what rate of 
interest he estimates to be needed to 
produce a o per cent real after-tax 
return on a security, assuming that 
real capital values are maintained out 
of post-tax interest and that the rate 
of inflation is 4:3 per cent, and as- 
suming a rate of tax of 8s 3d in the £ 
sterling; 

(2) what rate of interest he estimates 
to be needed to produce a 3 per cent 
real after-tax return on a security, as- 
suming that real capital values are 
maintained out of post-tax interest and 
that the rate of inflation is 4:3 per cent, 
and assuming a rate of tax of 8s 3d in 
the £ sterling; 
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(3) what rate of interest he estimates 
to be needed to produce a 2 per cent 
after-tax return on a security, assuming 
that real capital values are maintained 
out of post-tax interest and that the 
rate of inflation is 4:3 per cent, and 
assuming a rate of tax of 8s 3d in the £ 
sterling. 

Mr TAvERNE: Approximately £7 6s 
per cent; £12 13s per cent and 
[10 17s per cent respectively. 


Hansard, March 26th, 1970. Writ- 


ten answers, col. 500. 
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Property Bonds 


Mn KENNETH BAKER asked the Presi- 
dent of the Board of Trade if he will 
take steps to regulate the sale of =< 
property bonds. 

Mrs GwvNETH DuNnwoopy: The 
Board of Trade is examining, in 
consultation with interested bodies, 
the desirability and practicability of 
legislation extending control over pro- 
perty bonds. 

Hansard, March 25th, 1970. Oral 
answers, col. 1415. 


LORD LATHAM of HENDON 


It is with great regret that we record 
the death of the Rt Hon. Lord Latham 
of Hendon, K.ST.J., PACCA; on 
Tuesday of last week in Middlesex 
Hospital, aged 81 years. 


Lord Latham became a Fellow of 
The Association of Certified and 
Corporate Accountants in 1918 and 
took a great interest in the Association’s 
work and status. As Mr Charles 
Latham he was one of the founder 
members of the London District 
Society (then called the London 
District Committee) and for the first 
ten years was its President. 


Elected Vice-President of the 
Association in 1949, he had already 
acted as Chairman of the Parliament- 
ary and Law Committee and repre- 
sented the Association on the 
Accountants’ Joint Parliamentary 
Committee, and on the Co-ordinating 
Committee. In 1951 he was elected 
President of the Association, which 
office he held until 1954. 


For many years Lord Latham 
figured prominently in public life. He 
served as Chairman of the Finance 
Committee of the London County 
Council from 1934 to 1940, sub- 
sequently becoming leader of the 
London County Council from 1940 
to 1947. He was also a member of the 
London Passenger Transport Board 
from 1935 to 1947 and became 
Chairman of the London Transport 
Executive in 1948. 


As a self-made man his sheer force 
of character and self-discipline en- 
abled him to overcome his lack of 
opportunities in*early life, and prior 
to his attaining eminence in the pro- 
fession, his public service was re- 
warded when he was raised to the 
peerage in 1942. Three years later he 
was appointed Lord Lieutenant of 





Middlesex — an appointment he held 
for 21 years. 

He helped to found the London 
Labour Party, becoming a member of 
the Executive Committee, and from 
1942 was treasurer of the organization. 
On three occasions he stood un- 
successfully as a Parliamentary Candi- 
date for the Labour Party. 

During the First World War he 
served in the Royal Sussex Regiment, 
and on being demobilized became 
manager and then a partner in the 
firm for which he worked. At the time 
of his death he was consultant to 
Latham & Co, Certified Accountants, 
of London - the firm he founded. 
A member of the Panel of Judges for 
The Accountant Annual Awards for 
eight years, he was keenly interested 
in improving company reporting stand- 
ards, and was an enthusiastic member 
of the Panel. 

One of his interests not so widely 
known was music and he was a 
prominent member of the Sir Henry 
Wood. Memorial 'Trust. It is also 
noteworthy that the London Phil- 
harmonic Orchestra had Lord Latham 
to thank for the financial support 
it received from the LCC. 
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DOUBLE TAXATION 


A Double Taxation Agreement be- 
tween the Lnited Kingdom and 
Barbados, relating to taxes on income, 
was signed in Bridgetown, Barbados, 
on March 26th. 

The text will be published shortly as 
a schedule to a draft Order in Council. 


COMPANY INVESTIGATION 


Mr John Lloyd-Ely, oc, and Mr 
Dennis Garrett, F.C.A., a partner in 
Turquand, Youngs & Co, have been 
appointed by the Board of Trade as 
inspectors to investigate the affairs of 
E. J. Austin International. Recently, 
Mr J. D. Spooner, M.A., F.C.A, a 
partner in Dixon, Wilson, Tubbs & 
Gillett, was appointed receiver and 
manager of the company. 


INLAND REVENUE PUBLICATIONS 


The Finance Act 1969 brought into 
force new rules (now incorporated in 
the Income and Corporation Taxes 
Act 1970) for the tax treatment of 
interest paid. Relief is now allowable 
only if the interest is a business 
expense or is paid on borrowed money 
spent for certain specified purposes. 

A new booklet published last week 
by the Board of Inland Revenue 
explains the reliefs under the new rules, 
the transitional provisions covering 
debts in existence at April rsth, 1969, 
the procedure for claiming relief, and 
special cases. T'he booklet is obtainable, 
free of charge, from any office of HM 
Inspectors of Taxes. Its number is 
IR, 

For those who require a less de- 
tailed guide to the subject, a leaflet 
entitled "Tax relief for Interest Pay- 
ments’ (IRro) is also available. 


GERMAN COMPANY LAW 


The City of London College, in 
conjunction with the British Institute 
of International and Comparative Law, 
has invited Professor Kurt Biedenkopf, 
former Chancellor of the University of 
Bochum, to give the Travers Lecture 
for 1970 on ‘Managerial Control and 
Social Responsibility in German Com- 
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Say 


A week-end residential school of Certified Accountant Students was held 


April 9th, 1970 





at New College, Oxford, last week, under the direction of Mr D. R. Dawes, F.A.C.C.A. 
Besides a full programme of tutorial sessions, including written work, addresses were 
given on ‘Decision theory’ by Mr L. M. Sneddon, B.Sc., A.R.I.C., M.I.M.C., Director, 
Sundridge Park Management Centre; and ‘Accounting controversies’ by Professor J. R. 
Small, B.Sc.(Econ.), F.A.C.C.A., F.C.W.A., Professor of Accountancy and Finance, 
Heriot Watt University. The President of The Association of Certified and Corporate 
Accountants, Mr E. A. Lediard-Smith, F.A.C.C.A., was present throughout the week-end. 


The picture shows a group of lecturers, participating members and staff. 


pany Law’ on April 13th, at 6 p.m. at 
the College. 

Professor Biedenkopf will examine 
the practical effect and future lines of 
development of the two characteristic 
features of German company law, the 
division of managerial control between 
the supervisory board and the manag- 
ing board of directors, and the 
principle of social responsibility, ex- 
pressed by employee participation in 
the management of a company. 

Further particulars and tickets of 
admission (registration fee 5s) can be 
obtained from the Secretary, The City 
of London College, Moorgate, London 
ECa. 


NATIONAL MANAGEMENT GAME 


The initial decisions of the 243 teams 
taking part in the first National 
Management Game were processed 
on a 1900 computer at ICL, Putney, 
last ‘Thursday. The game is sponsored 


by the Financial Times, The Institute 
of Chartered Accountants in England 
and Wales and International Com- 
puters Ltd. 

The teams taking part in this 
management exercise are made up of 
executives from large and small com- 
mercial and industrial organizations, 
banks, insurance companies, local 
groupsof accountants, business schools, 
chambers of commerce and local 
government departments throughout 
the country. 

There are five ‘plays’ in the first 
round and the winners of this heat will 
be known on April 3oth. The 81 
winners will then enter the second 
heat and make six 'plays' before the 
results* are declared on May 29th. 
This knock-out process continues until 
three teams are left to play off the 
finals at ICL's headquarters on Sun- 
day, July rath, when the winning 
team will be proclaimed the ‘National 
Management Champions for 1970’. 
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The Budget 


WE have from time to time commented upon the undesir- 
ability of Inland Revenue officials spending much time 
working out very small liabilities to income tax or surtax for very 
large. numbers of taxpayers. There was therefore a certain 
melancholy satisfaction on Tuesday in hearing from the Chancellor 
his decision that the £200 million or so of tax reduction should be 
concentrated on direct taxes and should be directed in the main to 
removing as many people as possible from the tax net. 

In the past seven or eight years the total number of taxpayers has 
almost doubled, and if nothing had been done there would be 
nearly 600,000 surtax payers for 1970—71 compared with 286,000 
for 1961-62. As things stood it would have cost £850,000 to 
collect £4 million of surtax from those with surtaxable incomes 
between £2, 000-42, soo. This represents a collection cost of 21 
per cent as against the average collection cost of 1-5 per cent for 
Inland Revenue receipts as a whole. 

'The Chancellor's proposal is to free about 185,000 Pone surtax 
by raising the exemption limit from £2,000 to £2,500. However, 
those with more than {2,500 (1.e., after deducting earned income 
and personal allowances) will still pay on the excess of surtaxable 
income over £2,000 but with the inevitable marginal relief. ‘This 
relief limits the total surtax to 40 per cent of the excess of sur- 
taxable income over £2,500. It has the highly unwelcome result 
of a very steep jump in tax on marginal income and obviously will 
be a considerable disincentive in the case of earned income. The 
marginal relief band is from £2,500 to £2,682. 

The cost of this particular change in terms of tax is only £5 
million for a full year and yet it will mean a staff saving of about 
325 in the Surtax Office over the course of 1970-71 and about 
360 in the following year. There will also be a saving of work in 
ordinary tax districts which, of course, have to pass information 
to the Surtax Office. The change applies for 1969-70, so that the 
work saving is immediate. 

As with surtax, so with income tax. But here the changes are 
more complicated. The single person’s allowance (and the maxi- 
mum wifé's earned income allowance) goes up from £255 to £325. 
The married man's allowance goes up from £375 to £465 — an 
increase of Zoo, However, reduced rate relief, which was 
already slashed for 1969—70 to a band of £260, is to go altogether. 
Surtax apart, this means that a single person paying standard 
rate tax will pay a total of 7s 6d a year more than last year. Married 
men will do rather better because of the larger increase in personal 
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allowance, and a married man with two young children 
earning £1, o6o a year or above will be relieved of 
£7 17s 6d in tax. A married man liable to surtax will 
also get a maximum of £10 benefit from the widening 


of the differential between single and married allow- - 


ances. 


The Chancellor pointed out that if he had raised the 
personal allowance by only {50 without an accom- 
panying abolition of reduced rate reliefs, it would have 
cost £465 million and, of course, this would have been 
spread over the whole band of i incomes right up to the 
largest. 


Although the increased reliefs are of little benefit 
to people of higher incomes, they remove almost two 
million people from the income tax net. Of these, 
more than 700,000 will be single, about 800,000 working 
wives, and over 400,000 married men. In addition, 
about rr million people will get the continuing benefit 
of £7 17s 6d and four million taxpayers will get more 
than that. The cost of these changes will be [175 


million in a full year; £139 million in the current 


year. 


Inevitably, the changes mean recoding work for tax I 


offices, so that they will have to pay for the loss of 
some two million customers. Pending the production 
of the. necessary tax tables, the new arrangements 
cannot take effect until the first pay day after July sth. 


Surprisingly enough, the Chancellor has been deaf 
to all the pleas made to him to extend capital allowances 
to non-industrial commercial buildings. However, he 
has. conceded that investment in industrial buildings 
themselves shows signs of increasing less rapidly than 
investment in plant and machinery — particularly in the 
less prosperous parts of the country. 


To give a short-term stimulus to investment in 
industrial building, he is proposing to raise the initial 
allowance from the present 15 per cent to 30 Der cent 
in the country generally, and to 40 per cent in both 
development and intermediate areas and Northern 
Ireland. The expenditure will have to be incurred 
after April 5th, 1970, and before April 6th, 1972, and 
the annual allowance will remain unchanged. 'T'he cost 
to the Exchequer will be nil for 1970-71, and sub- 
sequently about £30 million a year. 

Last year, the age exemption limit went up from 
£415 to {£425 for single people and from £665 to 
£680 for married couples. These increases took account 
of the increases in national insurance retirement 
pensions payable in 1969-70. This year the Chancellor 
proposes to make an increase in the exemption limits 


somewhat greater than the current increases in retire- . 


ment pensions. Thus the limit now goes to £475 for 
single persons and £740 for married couples. On the 
other hand, the existing marginal relief rate of 45 per 


EN THE 
| ACCOUNTANT 


April 16th, 1970 


, cent was increased to so per cent. Otherwise the mar- 


ginal relief might in some cases run up well into the 
surtax scale. Even with a charge of 50 per cent on the 
excess over the exemption, there will be some benefit 
up to an income of £577 for the single person, and £994 
for the married man. This change will entirely free 
100,000 persons from tax, while another 300,000 will 
have a reduced liability. The cost. to the Revenue will 
be £8 million for the full year. 


At the same time, as the Chancellor promised on 
October 29th last, the income limit for a dependent 
relative is to go up. It goes up from £245 to £260 and 
the PAYE codings for 1970-71 have already been 
worked out on that basis. Not many years ago an 
income of {260 would have qualified its recipient 
not as a dependent relative, but as a taxpayer in his 
own right. 


A curious anomaly in relation to additional personal 
allowance is to be removed. At present a male taxpayer 


who is entitled only to the single person allowance can 


claim an additional personal allowance of £100 if he is 
entitled to a child allowance for a young child resident 
with him. The same allowance is available to a 
widow... 


But if the taxpayer with dis young child is a woman 
who is divorced or separated or unmarried, then there 
is a further condition for the allowance. She must 
either. be totally incapacitated or engaged full-time : 
earning her living throughout the tax year. This 
condition of total incapacity or full-time work is to be 
removed. The change will also be a small simplifi- 
cation of the tax system. The number of women 
benefiting will be about 100,000 and the cost will be 


. about £35 million for the full year. 


The labour-only building sub-contractor has be- 
come one of the classical figures of tax evasion. Earnings 
subjected to the deduction of PAYE tax compare very 
unfavourably with those received free of PAYE, and 
even for the most honest building sub-contractor, they 
represent at least a moratorium on his income tax 
payment for 12 months or so. It is possible that there 
exist some labour-only building sub-contractors who 
do not go through the formality of making income tax 
returns at all. Their days of immunity from income 
tax were, of course, numbered. It remained until 
Budget Day to consider how they were to be caught. 


The Ministry of Public Building and Works had 
already announced the. setting up of a register of sub- 
contractors in the building and civil engineering in- 
dustry. The Chancellor is to make use of this register 
in a somewhat negative way. Contractors who make 
payments under subcontracts will have to check up 
whether the recipient is registered or not. If he is not 
registered, then the contractor will be required to 
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deduct income tax from payments made under the 
subcontract and to pay it over to the Collector of 
Taxes. | 


There will be no elaborate coding machinery, but 
the rate of tax will be reduced to allow for full earned 
income relief, i.e., will be reduced to some 32 pez cent. 
At the end of the year, when the sub-contractor pro- 
duces his accounts and his tax liability is worked out, he 
will be able to set off against that liability such tax as 
he can show has already been deducted. Any excess 
deduction will be repaid to him. If he fails to produce 
accounts or disappears then, of course, the deduction 
will lie where it falls. There will be some dea in 
setting up the register and therefore the new deductions 
procedure will not come into force until April 6th, 
1971. | 
In our issue of March sth last, we reviewed the 
Inland Revenue memorandum on the tax treatment of 
occupational pension schemes, published in February. 
The Chancellor announced on Tuesday that the 
Finance Bill this year will include provisions to 
simplify and rationalize the tax treatment of super- 
annuation arrangements for employees and to take 
account in this connection of the earnings-related 
State pension which will become payable under the 
National Superannuation and Social Insurance Bill 
now before Parliament. 


The target date for the new earnings-related pension 
scheme is April 6th, 1972, but provisions are to be 
included in this year’s Finance Bill so that the trustees 
of pension funds and those engaged in working them 
know the new rules as soon as possible and will be able 
to bear them in mind when deciding what adaptations 
are needed to take account of the new State scheme. 
Those who wish to bring new arrangements into force 
before 1972 will be able to do so. The treatment of 
contributions to, and benefits from, the new State 
scheme will broadly follow the existing treatment. 


So much for the taxation of income. The awkward 
rate of 8s 3d in the £ (or 41°25 per cent) is still to be 
with us despite .decimalization. The abolitior of 
reduced rate relief will mearf a high marginal rate of 
tax for persons whose income only slightly exceeds the 
new personal allowances. There will also be a high 
marginal surtax rate of 40 per cent for those people 
whose surtaxable income just exceeds £2,500. 

The Chancellor frankly admitted that he did not like 
these aspects of the changes which he was introducing. 
However, in the general background of a complete 


absence of any reduction in purchase tax and othere 


indirect taxes, he felt that the reductions in direct taxes 
should be so arranged as to give substantial benefit only 
to persons in the lower ranges of income. ‘The result is 
something of a hotch-potch and certainly there is 
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httle evidence of that simplification to which the 


Chancellor pays so much lip service. 


After the sweeping changes last year, it is not sur- 
prising that estate duty hardly figures in this Budget at 
all. The only change is in the rate of interest charged 
on unpaid duty. The present rate, which has been 
with us ever since 1943, is only 2 per cent per annum, 
which is certainly just about the cheapest way of 
‘borrowing’ that is available to the taxpayer. Perhaps 
this is one reason why settlement of estate duty 
liabilities so often drags on for years, all the more as 
surtax relief is given for the interest. 


For unpaid income tax and surtax, the rate is 6 per 
cent and that is strictly net of all tax. It is, therefore, 
not surprising that the Chancellor has decided to 
increase the 2 per cent. However, it is only to 3 per 
cent. It applies to interest accruing after the passing of 
the Finance Act, i.e., probably from the beginning of 
August next. 


Those persistent campaigners for the abolition of the 
2d duty on receipts and cheques have at last achieved 
their object, although this change has really been 
forced upon the Chancellor by decimalization. It had 
already been announced last summer that decimaliza- 
tion would not be made an excuse for increasing the 
overall yield of the stamp duties. It was also announced 
that any changes would be such as to bring stamp duties 
to multiples of 5p. To keep the cheque duty would 
have meant an increase of 20 per cent to 1p. A similar 
increase would be necessary in the receipt duty. 
Instead both these duties are to go, but only as from 
decimalization day — February 15th, 1971. 


Other stamp changes are to come on August rst 
next. These include the abolition of the 6d fixed duty 
on agreements and on accident and other non-life 
insurance policies. Policies of life assurance up to 
£50 will be exempted from stamp duty altogether as 
from that date. At the same time, the mortgage duty 
will go down from 2s 6d to 2s per £100. 


The only immediate change in selective employment 
tax is to exempt the production and staging of plays at 
a cost of some £} million a year. The Chancellor 
claimed that the tax had achieved its objective and said 
it would stay. On the other hand, with the introduction 
of the earnings-related National Insurance scheme, it 
will be possible to move over from a flat-rate to a 
graduated system, under which the Inland Revenue will 
be able to collect the tax as a percentage of the total 
payroll. This will also do away with the cumbrous 
machinery of collecting the tax from all employers and 
then refunding more than half of it. It is probable that 
at the same time wholesalers will be relieved of the tax 
in order to put them on a par with manufacturers who 
do not pay on their wholesaling activities. i 
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Home at Last 


NE of the most welcome features of the 1969 

annual report of The Institute of Chartered 
Accountants in England and Wales, issued this week, 
appears on the title page: for the first time, the annual 
meeting is to be held at Chartered Accountants’ Hall, 
London EC2. The culmination of a project begun in 
1964 will be achieved on May 6th, when the new pre- 
mises are formally opened by Her Majesty the Queen 
Mother. The all-too-familiar ‘temporary address for 
all correspondence and visitors’ has likewise dis- 
appeared from the title page, and in its place there 
stands that of (to borrow a phrase from the President, 
Mr R. G. Leach, C.B.E., F.c.A.) ‘the finest headquarters 
building of any professional body’. 

Apart from the new premises, it is the Institute’s 
own accounts which most readily invite comment. 
In his statement (reproduced elsewhere in this issue), 
the President refers to the fate of the May 1968 
resolution for an increase in the scale of annual 
subscriptions which ‘for a variety of reasons, not I 
believe associated with the merits of the financial 
case ... was not passed’. Certainly it came before an 


annual meeting which was bedevilled with personalities _ 


and at a time when the Council failed to carry the 
support of a section of the membership: but when a 
resolution which requires to be passed by 2 to I is 
instead rejected by 7 to 4, the reasons — however 
various ~ must have appeared compelling, at least to 
the 11,494 members who voted. 

In the event, the Institute has not done too badly. 
The small surplus of £3,762 in 1968 has become a 
deficit of £45,065 in 1969, but these figures include 
exceptional and presumably non-recurring expenditure 
of £33,765 in 1968 and £49,504 in 1969 relating to 
computerization of membership records and the ‘future 
plans’ scheme. If this abnormal £83,269 is excluded 
from the reckoning (and. it is, in fact, more than 
covered by the surplus realized on switching part of 
the investment portfolio into short-term corporation 
bonds), the Institute’s normal activities show a net 
surplus of {£41,966 over the two years, at 1966 rates 
of subscription. Perhaps it is the Council's own recently 
expressed views on disclosure in accounts which have 
impelled the extraction of the 1968 exceptional items 
from their original allocation to "Membership adminis- 
tration’ (£10,181) and ‘General and financial adminis- 


tration’ (£23,584). 
The number of articles registered during 1969 — 
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4,232 — showed an increase over all previous years 
both in total and in the number of candidates with 
higher educational qualifications. In x966, half the 
total intake were of ‘ʻO’ level or equivalent standard; by 
1969 this had fallen to less than one-third, showing 
that the Institute's sustained efforts to present account- 
ancy as an interesting and demanding profession have 
been wellrewarded. | 

As in 1968, the largest single category of newly 
articled clerks were those possessing not less than two 
‘A’ levels, but the number of graduates who present 
themselves both from United Kingdom and overseas 
universities also showed a continuing and welcome 
increase. These new entrants should benefit from 
the Council's important pronouncement (reproduced 
in The Accountant of December 11th last) on the 
practical training of articled clerks, and from the 
opportunities now available at a number of colleges 
and institutions of further education up and down 
the country for full-time and other courses. Clerks 
following such courses may also be entitled to a grant 
from their local education authority. Certainly those 
who enter the profession today wil do so in 
conditions which are a world apart from those of 
the non-graduate, premium-paying correspondence- 
course clerks of a generation ago. 

In reviewing the 1968 annual report we commented 
upon the conspicuous decline in the support for 
Institute courses, particularly in current tax practice, 
and suggested that this merited an explanation. It is 
gratifying to note that one appears to have been found 
in both the cost and the content of these courses, so 
that the September 1969 tax course at Churchill 
College, Cambridge, was devised as a study in depth 
of one particular aspect of the subject. This course 
was fully subscribed, whereas an earlier series which 
presented a broad review of developments across 
the whole field of tax practice attracted only 124 
(including 12 non-members) out of a capacity of 200. 
Meanwhile, it is helpful to be reminded that 
district societies, no less than the Institute itself, 
are active in arranging courses which may in some 
cases be more aptly suited both to a member's profes- 
sional needs and to his pocket. 

The Library has been one of the Institute's most 
important services to members from the earliest days, 
and is without doubt one of the most remarkable 
collections of its kind 1n the world: the original books 
came from the libraries of the Institute's founder- 
societies and have since been augmented by every 


eauthoritative work published on accountancy since 


188o. We drew attention last year to the limited use 
then being made of the library — for which the remote- 
ness of its temporary premises was no doubt partly 
to blame — and trust that its impending return to 
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Moorgate Place in May will achieve some improvement. 
The work of re-cataloguing has been in progress since 
mid-1969, and sectional or abridged printed catalogues 
will be issued as soon as possible. 

The petitioners for the Original Royal Charter of 
1880 envisaged 'the observance of strict rules of 
conduct as a condition of membership', and recorded 
on this page last year was the view of the Consumer 
Council that the Institute's procedure for dealing with 
complaints compares favourably with that of certain 


other professional societies. Last year the Disciplinary . 


Committee found proved a total of 42 complaints 
against members and articled clerks, compared with 
29 each in 1968 and 1969 (exclusive in all cases of 
default in paying the annual subscription) — an increase 
attributable almost entirely to delay in attending to 
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professional business, for which the 1969 figure of 16 
cases exceeded the combined total of the two previous 
years. 

This is a sad commentary on the burdens which 
continue to be thrust upon the profession, the more so 
when it is realized that (as observed in our leading 
article of November 2nd, 1968), it quite commonly 
involves a bascially conscientious practitioner who 1s 
working under difficulties. This is surely a field, even 
beyond others, in which prevention 1s better than cure, 
and we can but wish every success to the Professional 
Standards Committee in its consideration. of how 
assistance can best be given to individual practitioners 
in difficulty. 

Extracts from the report are reproduced elsewhere 
in this issue. 





Current 
Affairs 





Pergamon Judgment Reserved 


FTER a four-day hearing, Mr Justice Plowman 

reserved judgment in the High Court last Friday 
on the application by the Board of Trade that Mr 
Robert Maxwell, M.P., and other past and present 
directors of Pergamon Press Ltd, should answer 
questions put to them by two inspectors investigating 
the company’s affairs. Mr Maxwell and the others nave 
refused to answer unless assured of certain procedural 
safeguards. 

Earlier Mr Morris Finer, oc, Mr Maxwell’s 
counsel, said his client’s disinclination to answer the 
inspectors’ questions did not spting from any sense of 
guilt, but was ‘founded simply on the liveliest of 
apprehensions that truth may be their first victim and 
Mr Maxwell their next’. Under the inspectors’ pro-* 
posals he would be told only in general terms of any 
accusatory evidence, but would not be told its source 
or given access to documents. 

Mr Michael Sherrard, oc, for Mr Cecil Thomas 


Clark, F.c.a., a former director of Pergamon, said he 
was an accountant of the highest character and in- 
tegrity. He did not want his good name and livelihood 
subjected to peril without adequate representation and 
safeguards, and was not anticipating any adverse 
criticism or hostility from the inspectors. 

Counsel for the remaining respondents said his 
clients were confident of the outcome of the inquiry, 
and Mr Edgar Fay, oc, in his final speech on behalf 
of the Board, assured the Court that the inspectors 
would act with fairness at all times. 


Liverpool Scciety’s Centenary 


T HE centenary of the oldest organized society of 
accountants in England, as mentioned in this 
column on January rst, is being celebrated this week in 
Liverpool. The first meeting of the foundation mem- 
bers of the ‘Incorporated Society of Liverpool Ac- 
countants’ was held on January 2oth, 1870, and the 
Society’s certificate of registration was formally issued 
by the Board of Trade on April 2oth. | 

The Society’s original objects included ‘the promo- 
tion of honourable practice, the settlement of disputed 
points of practice and the decision of all points of 
professional usage or courtesy’, and its standards 
proved so exacting that at the foundation of The 
Institute of Chartered Accountants in England and 
Wales in 1880, the original Liverpool membership of 
14 had grown to no more than 29. It was then stated 
that there were ‘a large number of persons classified. 
as accountants in the Liverpool directory, by far the 
larger number of whom are not even known by name 
to our members’. 

These and many other interesting details from the 
100 years’ history of what is now the Liverpool Society 
of Chartered Accountants are included in a centenary 
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booklet edited for the Society by Mr Ian Hargreaves. 
It is unfortunate that a work of this kind should include 
some petty errors; for example, the Society was not 
"Britain's first officially recognized body of account- 
ants', nor does the Institute's Council include any 'life 
members'. | 

A report of the centenary celebrations; which include 
a civic reception this evening (Thursday) and a lunch 
given by the Lord Mayor of Liverpool following a 
service tomorrow morning at Liverpool Parish Church, 
with a dinner and ball in the evening, will appear in 
next week's issue. 


ICWA Examinations 


D the December 1969 examinations of The Institute 
of Cost and Works Accountants, 8,341 candidates 
sat at 136 centres in the UK and overseas and 3,112 
were successful. 

The prize-winners in the various parts were: 


S. Laurence Gill Prize for First Place in Part V 
Mr Alexander John Wardrop, B.A., of Surbiton, 
Surrey. | 
Lewton Coronation Prize for Advanced Accountancy and 
Financial Management (Part V) 
Mr Simon Robert James Powell, B.ENG., of Finch- 
dean, near Horndean, Hants. 
Harold Wilmot Prize for Management Princtples and 
Practice (Part V) . 
Mr David Hurley Larch Clarke, A.C.A., of Epsom, 
Surrey. 
Leverhulme Prize for First Place in Part IV 
Mr G. J. Thomas, B.SC.(ECON.), of Timperley, 
Cheshire. 
Donald L. Moran Prize for First Place in Part IH and 
the W. B. Flowers Prize for Financial Accountancy 
(Part II) 
Mr Keith Butler, B.A.(HONS.), of Thornton Heath, 
Surrey. 
George Russell Memorial Prize for First Place in 
Part II | | 
Sergeant Michael John Gardner, HQ Army Cost 
and Management Accounts Services, Guildford, 
Surrey. : 
Roland Dunkerley Memorial Prize for First Place in 
Part I 
Sergeant David Keith Deere, RAPC Training 
Centre, Worthy Down, Winchester, Hants. 


Solicitors and Accountants 


B has long been recognized in both the United 
Kingdom and America that the outcome of pending 
litigation may have a material effect upon the trend of 
results and hence upon the accounts. The Companies 
Act 1948 made compulsory the previous 'best practice' 
of showing by way of note the amount of any material 
contingent liabilities not otherwise provided for; but 
cases may arise in which it is deemed prudent to make 
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specific provision for the outcome. Even the successful 
litigant often faces a heavy liability for costs. 

Auditors are accustomed to make inquiries of third 
parties for confirmation of specific items in the ac- 
counts, and a pending claim at law may be impossible 
to quantify without reference to the client's solicitors. 
Recent reports in the national Press indicate an in- 
creasing reluctance by some firms of solicitors to 
accept such inquiries, particularly in a ‘blanket’ form, 
such as ‘What material litigation is outstanding?’ 

Quite apart from differing tests of materiality and of 
the stage at which a dispute may constitute pending 
litigation, to deal with such queries for every client at 
every audit could be most time-consuming. Current 
American practice is apparently to ask for a list of 
actual and possible legal actions from companies’ 
solicitors, but at least one major UK firm is concerned 
lest an inadvertent omission from such a list might 
involve them in a claim for negligence. 

The Law Society, not unreasonably, feels that the 
primary responsibility rests with a company’s directors, 
and has suggested that the board’s estimates of liability 
under specific actions threatened or pending should be 
submitted to solicitors, who would then confirm 
directly with the auditors whether those estimates were 
reasonable. This is a matter on which The Institute of 
Chartered Accountants in England and Wales has not 
yet found it possible to issue any definitive guidance to 
its members, despite the reported threat by some firms 
of accountants — notably those with American afhlia- 
tions — to qualify their audit reports 1f the solicitors’ 
confirmation is not forthcoming. 


Reddaway Refuted 


|; taxes are by definition unpopular, the selective 
employment tax js an anathema. The latest assault 
upon its dubious premises and anomalous effects comes 
in The Case Against the Selective Emplovment Tax 
published last week by the Industrial Policy Group at 
75 6d. 

Based upon the operation of some twenty of the 
largest British public companies, the paper concludes 
that SET was in its conception a thoroughly bad tax; 
that the experience of the past three years indicates 
that it is not producing the benefits which were claimed 
for it; and that in consequence the first step towards 
a healthier structure for indirect taxation is to abolish 
SET over a relatively short period. 

The group condemns the arbitrary distinction 
between ‘production’ and ‘service’ industries, and finds 
no support for the view indicated as one of the sub- 
sidiary aims of the tax that it would help to shift 
resources into the export industries. 

A section of the paper is devoted to the significance 
of the Reddaway Report, which it describes as ‘es- 
sentially an interim report dealing with a fragment 
of a subject which can only be properly assessed as a 
whole. . . . We do not think it wise that the Government 
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should have hurried into print what is in essence a 
preliminary working document’. 

Statistically, any improvement in productivity 
which may be claimed for SET is impossible to segre- 
gate from the effects of other measures — for instance, 
the abolition of resale price maintenance ~ which may 
be either opposed or augmentative. It also quotes 
Professor Reddaway's admission, reported originally 
in the City Press of March sth, that it would take him 
Se P i to work through all the categories subject to 


Insurance Companies (Accounts 
and Forms) Regulations 


A o issued last week by the Council of 
The Institute of Chartered Accountants in England 
and Wales (reproduced elsewhere in this issue) draws 
attention to an unfortunate lacuna between regulation 
2 of the Insurance Companies (Accounts and Forms) 
Regulations 1968 on the one hand, and Part III of 
the second schedule to the Companies Act 1967 on 
the other. Whereas the 1967 Act permits insurance 
companies not to disclose the amounts of reserves 
included with liabilities, this is not a specific exemption 
under the 1968 regulations: it therefore follows that 
where material amounts of free reserves are included 
with liabilities without disclosure, the auditors’ report 
for the purpose of those regulations must be qualified. 
Disclosure of the fact that a particular heading includes 
a free reserve, but not of the amount, is not sufficient 
in this context. 

Whilst the Council's view may appear at first sight 
to be narrow and legalistic, the ultimate solution to this 
legislative oversight must rest with the Board of Trade, 
if not with Parliament. As mentioned in a previous note 
(October sth, 1968 issue) the regulations are extensive, 
and impose considerable additional responsibilities 
upon auditors. 


Chartered Accountants on 
Television 


MONGST the television, commentators on last 
Tuesday's Budget were Mr D. R. Gray, F.C.A., and 
Mr Halmer Hudson, F.c.a., who appeared for ITV and 
BBC respectively. These were the first appearances by 
named members of the English Institute in a Budget 
programme since the Council statement of November 
6th, 1968 (The Accountant, November 16th), per- 
mitted members to be identified on radio and television 
both by name and as chartered accountants. 
Mr J. E. Talbot, F.c.a., participated in-a similar 


programme in 1967, under the rules then obtaining, ° 


as an anonymous chartered accountant. It is under- 
stood that other members of the profession were 
advising ‘behind the scenes’ in 1968 and 1969 but did 
not appear before the viewers. | 
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Mr Jenkins to Note 


| N a booklet published last Monday entitled Taxation: 
A Radical Approach, the Institute of Economic 

airs provides some new thoughts on a very old 
problem. The three contributors are Professor Vito 
Tanzi of American University, Washington DC; 
Dr J. B. Bracewell-Milnes, Economic Director of the 
Confederation of British Industry; and Mr D. R. 
Myddelton, M.B.A.(HARVARD), A.C.A., A.C.LS., of the 
London Graduate School of Business Studies. 

Contrary to popular impression, the United King- 
dom is not the world's:most heavily taxed country, 
whether in relation to national income, gross national 
product or rate of increase over the last ten years. 
However, in the index of ‘tax awareness’ (constructed 
upon a basis which its author, Professor Tanzi, 
frankly admits to be questionable), it ranks highly — 
apparently because direct income taxes, property taxes 
and excise duties account for a higher proportion of 
tax revenue than in other countries where the total 
burden is actually heavier. Further criticisms of the 
UK system are that its high rates of surtax and profits 
taxes are a disincentive to personal effort and a potential 
cause of economic stagnation, and that its anti- 
avoidance provisions — in the words of the 1955 Royal 
Commission — ‘rank among the least intelligible por- 
tions of English prose’. 

"Mr Myddelton favours the abolition of surtax, 
capital gains tax, estate duty and stamp duty, regarding 
their present yield (and thus the cost of abolition) as 
marginal or even ‘negative . . . if all indirect effects 
were known and taken into account’. The publication 
of this booklet immediately before Budget Day has, 
of course, secured for it the maximum topicality, and 
by the time this note appears it will be known to what 
extent the Chancellor is in sympathy with its authors. 


Budget Prospects in Ireland 


HE Irish Exchequer returns for the year to March 

31st show that the 1969 Budget was very nearly 
balanced — an example of accurate accounting which 
may serve as a pattern for succeeding finance ministers. 
A shortfall of £537,627 on an expenditure of 
£411,549,641 is probably a national record in more 
ways than one — especially as over Zoo million of the 
expenditure represented capital outlay, including aids 
to industry. 

The buoyancy of the year’s revenue — which rose by 
over £66 million to £411,012,614 — was particularly 
gratifying. Income tax rose by £13 million to £93 
million, an increase which may indicate the Exchequer's 
rising share of the year's pay increases in industry. 
Excise duties rose by {15 million to a record £88 
million, an acceptable gift to a finance minister who 
has so often been warned about the goose with the 
golden eggs. From the ‘old reliables’ he called tobacco, 
alcohol and petrol last year, he may feel safe in pluck- 
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ing some additional feathers when he presents his 
Budget in the Dail on April 22nd. 

Turnover tax, up by £3 million at £20 million; the 
Post Office, up by £6 million at {27 million; and 
Customs up by £12 million to £88 million, were the 
other main contributors to the year's income better- 
ment. 

On the debit side, however, there are alarming 
increases to be expected in 1970—71. An annual bogey- 
man is the servicing of the public debt which — at 
£76 million — was up £12 million on 1968-69 and 
£23 million on 1967-68, is hardly likely to decrease 
this year. A substantial rise of £8 million for extra 
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social welfare, and a major provision for additional 
salaries for public service officials, are certain factors 
to be considered. At £112 million annually, the latter 
is up £8 million, and the Civil Servants are unlikely to 
restrict their claim to the 7 per cent official offer 
following the expiration of the last agreement on April 
ist. Extras for agriculture and education will probably 
cost another £20 million. 

Expectations of probable Budget impositions include 
disinflationary measures with rises in both direct and 
indirect taxation. Benefits to the low-income groups 
are likely to be offset by corresponding increases for ` 
higher-paid groups, and a tough Budget is forecast. 





THIS IS MY LIFE 


The Price of 
Progress 


by An Industrious Accountant 


Te better they are, the more likely they are to leave 
for higher-salaried posts, but at least they maintain 
contact. Every now and again they drop in to tell 
about their new jobs or to talk about old times — 
sometimes wistfully, sometimes bragging — but always 
interesting. I refer, of course, to erstwhile members 
of our staff who have departed to seek fresh woods 
and pastures new. 


Such a one was Tishy. A downright, hard-working: 


cost accountant, he left us six months ago to join a 
multi-million international colossus. Better prospects 
and wider scope, he said hopefully, and we parted 
with mutual regrets. 

Last week he came back again to say a long-term 
good-bye. His company were sending him off on a three- 
year tour to one of those far-away 'under-developed 
territories' to install budgetary control in a new factory. 
He looked masterful and self-assured, with a 20-guinea 
briefcase and a chairman-calibre fountain pen, and he 
set our ears twitching with allusions to his incredible 
income. 

His normal basic salary had been upped in recogni- 
tion of his promotion, as well as for alien responsibili- 
ties. Then there was what his prospective foreign 
locale called ‘special expatriate percentage increase’, 
besides a lump sum to cover ‘travelling and settling-in 
outlay’. | 


'The office manager said rather scornfully that the 
latest jargon might sound outlandish but at least it 
paid off well, while Tishy did a spot of nonchalant 
exhaling of smoke rings from a fat cheroot. ‘Only the 
kick-off really, all these odds and sods’, he indicated 
loftily, ‘just get a dekko at the fancy frills!’ 

His company had its own housing scheme. There 
was either a special rent allowance if you indulged in 
personal selection or else a company villa was pro- 
vided at a nominal rent (something to do with tax, 
that gimmick, he thought) on a lavish scale. His Lulu 
hadn't liked the main colour scheme and his helpful 
boss had authorized re-decoration of two rooms there 
and then. Lulu was going to chance her arm for a 
washing machine next week. 

The departmental accountant said sourly that there 
must be a catch somewhere, and ‘Tishy — who never 
like the DA anyway — scornfully observed that he 
hadn't finished yet. There was a car allowance, an 
automatic adjustment for rising cost-of-living, free 
medical service and education of course (not that he 
could cash in on the latter — yet) and paid furlough to 
home base at appropriate intervals. With a spot of 
luck there'd be promotion as well, if his boss was 
transferred to another subsidiary later. 

We were incredulous, mute except for murmurs of 
envy, and this change of attitude had its effect on 
Tishy. He balanced the picture. There wouldn't be 
much personal freedom of course, he admitted, and 
poor Lulu was grumbling about shopping in a strange 
land, with stranger language and currency, alone 
among strangers. 

Besides, he'd miss the gang, the snooker matches at 
the club, the old parents, the Saturday soccer matches, 
to say nothing of the dances at the Arcadia. ... 

His voice trailed off suddenly. Like Kipling's verse 
*of the emigrant whose campfire banjo recalled heart- 
breaking dreams of the old gay life at home: 

‘I am memory and torment, I am Town, 

I am all that ever went with evening dress.’ 

There was a price on that big pay-off. 
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The Transfer of Company Control 


l` many arrangements for the transfer of a sub- 
stantial number of shares in a company, the obtaining 
of outside financial support, generally through the 
medium of a bank, is a practical necessity. In its turn, 
the bank may only be prepared to furnish support if 
better security than personal guarantees can be given. 
As the only source of this security will be the company 
itself, it follows that any scheme must be carezully 
designed to avoid the pitfall of Companies Act 1948, 
section 54, a general criminal provision that launches a 
broad attack on arrangements that rely on security 
furnished by the company. 

Several recent well-known Court decisions have 
highlighted the vagaries and weaknesses of section 54 
and it is not proposed to discuss these at length. 
Instead, a scheme that complies with section 54 will be 
put forward, and its legal and tax advantages discussed. 
This scheme has recently been used with variations by 
several private companies, and is but one symptom of 
an awakening interest in the possibilities of an ‘ag- 
gressive’ use of reductions of capital as a corporate 
financial technique. 


Voting Control 


The scheme will normally be incapable of imple- 
mentation unless voting control of the company is held 
or can be temporarily established, and for this reason 
only the basic example of the transfer of a controlling 
interest in a company will be considered. The applica- 
tion of the scheme to different circumstances would 
have to be carefully considered in the light of all the 
circumstances. À standardized example would be the 
following: 

Suppose that Titius Ltd, a company with a high 
capital gearing ratio, has 1,090 ordinary voting shares 
with a nominal value of {1 each, in addition to non- 
voting preference shares and debenture stock. Fight 
hundred of the ordinary shares are owned by Albert, 
while Bertram, Claude, Dionne and Ethelred own 5o 
shares each. Albert, the founder of the firm's fortunes, 
wishes to sell his holding to Frank, who cannot afford 
to pay the purchase price immediately, although he 
anticipates being able to do so eventually. The assistance 
of a bank can be obtained, conditional upon some 


security being provided by the company; and Albert" 


and Frank are agreed upon £15,000 as a fair valuation 
for the shares. 

'The solution is achieved by dissociating the scheme 
from the mechanism of a sale and having regard to the 
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ends of the transaction, which are (i) that Albert 
should cease to own four-fifths of the voting shares and 
should be paid £15,000; (ii) that Frank should become 
owner of four-fifths of the voting shares without 
immediately paying for them; (iti) that £15,000 finance 
should be injected by the bank; (iv) that adequate 
security should be provided by the company to the 
bank. k. 2 


Capital Reconstruction 


À “sale and debenture' arrangement is only one 
possible method of achieving these ends and falls foul 
of section 54. Other possibilities are a ‘dividend 
milking’ operation, under which Frank would recover 
his expenses by using his voting control to declare a 
dividend. Among the many disadvantages of this 
scheme (which is suggested by Farrar in 120 New Law 
Journal 97) are (1) that any undertaking by Frank, or 
any director to declare a dividend would be unen- 
forceable, as they could not fetter their discretion, as 
they have a duty as directors to act in the company's 
best interests; (ii) that the dividend will have to be paid 
first to the preference shareholders; (iu) that the asset 
position of the company will be weakened by the 
payment of dividends to the ordinary shareholders other 
than Albert. 

Instead a ‘capital reconstruction’ arrangement is 
advocated, whereby a new class of 1,000 voting shares 
is brought into being, of which Soo shares are allotted 
to Frank as part-paid shares. The other 200 ‘new’ shares 
are allotted fifty each to the existing minority ordinary 
shareholders in a one-for-one exchange with the ‘old’ 
shares. Additionally, the capital of the company is 
reduced by the repayment of capital, with a premium 
to Albert. 

It may be thought desirable, as in the case of ex 
parte Westburn Sugar Refineries ([1951] AC 625) to 
effect the repayment by ‘hiving off’ assets into a sub- 
sidiary company, and making the repayment by the 
transfer of shares in the subsidiary to Albert. It is not 
thought, however, that this is a sine qua non, although 
it may have tax advantages. The assistance of the bank 
is provided by a straightforward loan by the bank to 
the company, secured by a charge on the company’s 
assets in the usual form. For safety’s sake, the 
mechanism of reconstruction will have to be arranged 
so that voting control does not pass from Albert until 
all the necessary resolutions have been passed, but this 
may be achieved by making some of them conditional. 
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(Considerations of space prevent a detailed discussion 
of this point.) 

. It remains to consider the legal implications and tax 
consequences of the scheme. 

A preliminary hurdle is that the Court should sanction 
the reduction of capital. The prime objectors, 1f there 
are any, to the scheme would be the company’s 
creditors, and the procedure for their objections is laid 
down in Companies Act 1948, sections 66-67. The 
weight that wil be given to their objections will 
depend upon the financial position of the company — 
the mere debt itself does not carry the right to block 
the scheme — and the Court will only refuse to ratify 
the arrangement if the company's financial position 1s 
such that it cannot set aside funds to cover its obli- 
gations to any objecting creditors. Nor will the possi- 
bility of later refinancing prevent the reduction, as ex 
parte Westburn Sugar Refineries affords an example of 
a reduction followed by an immediate increase of 
capital. 

The House of Lords established clearly that, pro- 
viding the rights of creditors and the interests of 
present and future shareholders are not prejudiced, a 
reduction will not fail because made with an ulterior 
motive, which in Westburn was the avoidance of 
possible future nationalization legislation. It is also 
apparent that the reduction will be considered in 
isolation from any other steps being taken by the 
company. Thus, providing the financial position of the 
company will support the reduction, there can be no 
objection under sections 66 and 67. 


Outside Section 54 


It is essential that the arrangement should fall 
outside the ambit of section 54, the relevant parts of 
which state that ‘it shall not be lawful for a company 
to give... any financial assistance for the purpose of or 
in connection with a purchase or subscription . . . of or 
for any shares in the company . . .'. Although there has 
been much debate on the point, the most adverse view 
on the effect of this section, which is basically a criminal 
one imposing a fine, is that it has the effect of avoiding 
any security given by the company in breach of the 
section. (See Selangor Rubber v. Cradock ([ 1968] 2 All 
ER 1073.) 

For the scheme to fall within section 54 an extremely 
broad construction would have to be placed on the 
words ‘in connection with’. It is submitted that these 
words will not affect purely collateral transactions of 
the sort envisaged here, where the security is given on 
an ordinary business loan by the bank to the company, 
the terms of which will be entirely independent of 
Frank’s obligations upon calls. The best interpretation 
of the situation is that the bank loan 1s subsequent to 
and divorced from the subscription by Frank for the 
part-paid shares. However, it cannot be disguised that 
the weakest point of this aggressive use of reduction of 
capital is its dependence upon the unclearly ex- 
pounded terms of section 54, even though the mischief 
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which that section was designed to prevent — the use of 
a company’s money to satisfy the purchase price of a 
sale of its shares — is much narrower than the scheme 
under discussion. It is to be hoped that this ill- 
conceived section will be substantially altered in any 
future company legislation. 


Position of minority shareholders 


The position of the minority shareholders has not yet 
been discussed. 'T'hey are afforded no special protection 
in the reduction of capital, nor do they need any for 
the substitution of Frank's part-paid shares for 
Albert's fully-paid shares does not prejudice them, 
because it leaves their capital unaltered in relation to 
that of the majority shareholder and there is no 
authority for regarding part-paid shares as being, in 
law, a weakening of the capital position of the company. 
This is in accordance with principle, as otherwise, in a 
company with a class of part-paid shares, a shareholder 
could object to the sale of shares by another shareholder 
with substantial private means to one of no subs- 
tance. 

Likewise, this will not afford them a ground for 
petition for winding up, or an ‘alternative remedy’ 
under Companies Act 1948, section 210, as for either 
of these it is necessary to show ‘persistent oppression of 
a minority’. As has just been argued, the scheme does 
not oppress the minority shareholder; nor will a single 
act of this sort be ‘persistent’ even if the ‘oppression’ 
were established. (See Scottish Co-operative Society v. 
Meyer ([1959] AC 324.) 

A final advantage that the scheme may offer is a tax 
saving to Frank. It is elementary that any return of - 
capital in a reduction will not be a ‘distribution’ within 
Schedule rr to the Financé Act 1965 and will not be 
taxable as income in the hands of the recipient as 
would be a dividend except to the extent that more than 
the par value of the shares is repaid, or repayments are 
made from the share premium account. 

No provisions are made in Schedule 11 for repay- 
ments other than in cash (e.g., by shares in a sub- 
sidiary company as suggested above), although it is 
arguable that income tax would be payable under the 
terms of paragraph 3. The problems of valuation of 
such unquoted shares would be the same as in the field 
of estate duty, with capital gains tax being payable on 
such of the amount of the valuation as represents the 
repayment of capital or payment from the share 
provision account. 

In the event that this resulted in a lessening of the 
overall liability for tax, the scheme might possibly be 
obnoxious to Finance Act 1960, section 28, although it 
is submitted that, as there are bona fide commercial 
reasons for the transactions, any tax advantage gained 


*is a mere incident of the main scheme and would not 


be liable to attack under the section. This submission 
cannot, however, be absolutely relied on in view of the 
wide application that is possible of this anti-avoidance 
provision. 
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miserable journey, in pouring rain, and several hours com- 
pletely taken out of his day. It was a damp, depressed director 

who arrived at Pettiford’s—to find his invoice had gone 
astray but had since been traced, and they'd shortly have his 
cheque ready for him. 

“This sort of thing must crop up all the time with small 
firms" he reflected, as he drove back through the relentless 
rain. "Better have a word with that accountant chap. There 
must be an easier way than this." 

* * d 

He was right. Hisaccountant told him about Shield Factors' 
service which gives manufacturers and merchants an assured 
cash in-flow, the amount depending only on their sales. 
There are other benefits, too. As a Shield client, Jack 
Ambrose need never have another bad debt. He has been 
saved the cost and bother of ledger keeping, debt collection 
and account rendering. He can have access to additional 
finance when he needs it. And freed from his “Black Thurs- 
day” bogey he can spend all his time on production and sales 
—the job he's really in business for! 





an I see you a minute, Mr. Ambrose ?" 
À rather worried-looking Miss Bunting put her head 
round the door. 


“Of course, Miss Bunting! What can I do for you ?” * * * 
Jack Ambrose, the only working director of Ambrose | | 2 
Autocessories Ltd., put on his happy, hearty, boss-face but m= Details of Shield service are 


given in this booklet: “Credit 
Factoring", a copy of which is 
waiting for you. Write or "phone 
(asking for Mr. F. C. Squibb or 
2 for Mr. S. F. McDermott) and it 
m will be sent to you by return. 


had a nasty feeling he knew what her next words would be. 
And he was right. 

"Its Thursday and the Pettiford cheque hasn't arrived, 
Mr. Ambrose. I’ve been on to them but just get put through 
from one department to another." 

“I see" said Jack Ambrose, thoughtfully. But of course he 
did nót "see" at all. 'The fact was that they relied on getting 


he Pettiford ch h Thursd h k 
Rita. °° SHIELD FACTORSLTD 


“PH give Mr. Pettifordar ing. Leave it to me, Miss Bunting” owned by N. M. ROTHSCHILD & SONS, ANGLO-AFRICAN 
he said, exuding a confidence he certainly didn't feel. SHIPPING CO. (S.A.) LTD., C. T. BOWRING & CO. LTD., EAGLE 
STAR.INSURANCE CO. LTD., INDUSTRIAL & COMMERCIAL 
FINANCE CORPORATION LTD., KLEINWORT BENSON LTD. 





r 2 ve * ° 


Time passed. After several calls and à lot of “holding the 
line" he'd done no better than Miss Bunting had. There was 
only one thing for it. He'd have to driv&over there. A 


Plantation House, Mincing Lane, 
London, E.C.3. "phone 01-623 3701 
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News onus Rates 


Bonuses on with. profits policies T been 

m declared for 1967-1969 at the record levels 
of 90/-96 per annum for whole life assurances 
and 80/-96 per annum for endowment 


, assurances. In addition, claims by death or 
© WHOLE LIFE ASSURANCE maturity before the end of 1971 will have 


all bonuses then ne increased by 29 | 

per cent. 
ke? | _ These rates are the highest TN by the. 

= Society and result in large measure from | 


the profits earned on our Deseos 
ENDOWMENT ASSURANCE - 


A with profits assurance is an 
attractive investment'in current 
conditions; at the above rates of 
bonus the anticipated gross yield 








on a new assurance could be as 
TERMINAL BONUS high as 15 per cent per annum for 
| a standard rate taxpayer. I 


life assurance | 
society limited 


* 107 Cheapside, London, E.C.2. ` Telephone 01-606 7788 . 
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Present Value Accounting 


dq has been a strong upsurge of interest in the 
calculation of discounted cash flows and present 
valuations among accountants in the last decade or so. 
To what extent this is due to the growing acquaintance 
of accountants with long-standing commercial prac- 
tices and the ideas of economists it is difficult to say. 
But the notion that the value of any project to its 
owner is the discounted value of its expected net 
proceeds crops up quite frequently in serious exposi- 
tions of accounting and decision-making. 

Notice the reference to the value of any project. The 
simplest example of a project is an investment in a 
bond. For a bond which promises a fixed rate of 


interest and the payment of a fixed sum at a stated ` 


future date, it 1s possible to calculate the present (or 
discounted) value of the gross proceeds. Tf the bond- 
holder can borrow for the term of the bond at a fixed 
rate of interest, or at a variable rate the variaticns of 
which are known in advance with certainty, he can 
calculate the present value of the cost of investing in 
the bond. The present value of the project is the 
difference between the present value of the gross 
proceeds and the present value of the interest costs. 
We can apply the same ideas to an investment in a 
share in a company. But the calculation of the present 
value of the gross proceeds is a much more complicated 
matter; fewer things are known with certainty than 
in the case of the bond. 

Some accountants have taken the view that this 
procedure can be applied in accounting. Seeing that 
balance sheets contain assets at stated 'values', they 
have considered that these walues can be obtained by 
discounting the expected net proceeds. As this idea 
occurs in the analysis of choice in the writings of 
economists, they have considered it an ideal to which 
present forms of accounting do not but should approxi- 
mate. There have been relatively few full expositions 
of such a system. There have, however, been discus- 
sions of the idea. They seem to stem from Irving 
Fisher's The Nature of Capital and Income (1906). 
John B. Canning's The Economics of Accountancy (1929) 
made extensive reference to and some use of Fisher's 
ideas, and others since have given. illustrations and 
expositions of the same kind. Among the most compre- 
hensive treatments is Palle Hansen’s The Accounting 


Concept of Profit (1962). 


by R. J. CHAMBERS 


Professor of Accounting, University of Sydney 


There are several variants of the style of accounting 
which would result from using present values. We will 
illustrate one only. | 

Suppose A has a project which is expected to yield 
net proceeds of {1,000, £1,000, and {£1,500 in each 
of the next three years respectively, at the end of which 
the project terminates. The amounts given are net 
of operating costs and interest costs. And suppose that, 
in view of the nature of the project, A expects that the 
project should yield 8 per cent. We may capitalize, 
or calculate the capital value or present value of, the 
net proceeds at 8 per cent. 





Amount Discount Present . 
expected factor value 
(a) (5) (a) j (5) 
One year hence {1,000 (1:08)71—0:926 926 
Two years hence {1,000 = (1:08) ?—0-857 857 
. Three years hence £1,500 (1:08) ?— 0-794 I,I9I 
Capital value at the beginning £2,974 








At the end of the first year (or the beginning of the 
second), A will receive {1,000 and the capital value 
of the project will then be £1,000 x (1-08) ?+- £1,500 x 
(1:08)? — £2,212. In the first year, therefore, there has 
been a fall in capital value of £(2,974— 2,212) or 
£762. The difference between this and the amount 
received at the end of the first year is the profit of the 
year, namely £338. 

Similarly, at the end of the second year, A will 
receive £1,000, and the capital value of the project will 
then be £1,500 x (1:08)? = £1,389. In the second year, 
therefore, there has been a fall in capital value of 
£(2,212—1,389) or £823. The difference between this 
and the amount received at the end of the second year 
is the profit of the year, namely £177. 

At the end of the third year A will receive £1,500, 
and the capital value of the project will be zero. In the 
third year, therefore, there has been a fall in capital 
value of £(1,389—0) or £1,389. The difference between 
this and the amount received at the end of the third 
year is the profit of the year, namely frrr. 

It will be seen that the profit of each year is 8 per 
cent of the opening capital value for that year. 
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We may draw up a balance sheet for the business of 
A on these principles as at the end of the first year: 








Á 
A's equity: Project .. 2,974 
January Ist 2,974 Less Amortiza- 
Plus profit 338 tion 762 
32314 
Less Withdrawals 1,000 
December 31st .. {2,212 £2,212 














A balance sheet of this kind does not, of course, 
show the kind of details which we are accustomed to 
find in balance sheets — the amount of contributed 
capital and the particular amounts of the assets used 
in the project. It is, however, possible to provide these 
particulars. I 

Suppose A contributed {2,500 on January ist, 19x1, 
and that this was invested immediately in plant £1,200, 
materials £500, and a cash balance £800. And suppose 
À expected the same net proceeds as before. The 
balance sheet of A's business at January rst, r9xi, 
might then be shown thus: 


£ ` Á 








A's equity: Cash 800 
Paid in 2,500 Materials stock 500 
Adjustment to Plant 1,200 

net worth .. 474 Invisible capital 
value .. 474. 
£2,974 £2,974 














The term ‘invisible capital value’ relates to all the 
conditions and circumstances besides the particular 
assets listed, which give rise to the expectations 
capitalized in the figure of £2,974. The amount shown 
for invisible capital value will always be a residual — the 
difference between the amounts shown for other assets 
and the capitalized value of the business at which the 
total equity is shown. The amount might be called 
goodwill; Canning described goodwill as the catch-all 
for values not specifically shown elsewhere in the 
balance sheet. Hansen seems to prefer ‘invisible 
capital value’, as the value it refers to is not in the 
nature of an asset. 

As the amount of invisible capital value is a residual 
it does not seem to matter what amounts are shown for 
other assets; whether original prices, replacement 
prices or any other prices are used; for the total of 
the assets must be equal to the capitalized value of the 
business. However, it is held by some exponents of the 
system that appropriate present values can be shown 
for all assets. The way to do this when the assets are 
used in conjunction is to ask: ‘What reduction in 
expected income would be suffered if the asset in 
question were not owned?’ The present value of these 
reductions is the present value of the asset. We will 
reconsider this question presently. It is sufficient for 
the moment to note that a balance sheet can be derived 
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which shows the values of particular assets and the 
capital value of the whole business. 

In the main example we supposed that the expected 
gross proceeds for each of the three years is fixed 
and that nothing changed those expectations over 
the period. If, however, A's expectation at the end of 
the first year was different from his expectation at the 
beginning of the first year, the closing balances of A's 
equity and the project would differ from the £2,212 
shown in the balance sheet at the end of the first year. 
Suppose that, at December 31st, 19x1, A expected 
the net proceeds for the following two years to be 
£1,000 and £1,800, respectively. The present value 
of the project at that date is {1,000 (1:08)-14- £1,800 
(1:08)?— £(926-I-1,542), or £2,468. This is a ‘gain’ 
of £256 (1.e., £2,468— £2,212) additional to the profit 
or calculated interest of £338 in the first year. The 
second year, of course, will begin with the new capital 
value £2,468, and the subsequent accounting will be 
along the same lines as in the first example. 


Fact and calculation 


The first thing to notice about this kind of accounting 
is that the principal magnitudes are all calculated 
figures based on expectations. There is a very real 
difference between calculations and statements of 
fact, and between expectations and actual achievements. 
lt may be illustrated simply. 

Suppose I am about to begin a journey by car from 
L to N by way of M. I expect the road to be clear, 
the weather to be fine, and that there will be no delays 
through faults in my car. I calculate that leaving L at 
noon, I should be at M by 4 p.m and at N by 8 p.m. I 
begin. At 4 p.m. I am not yet at M. This I discover 
by checking where I am: I do not find where I am 
from my original calculations but by actual signposts 
or mileposts. If I still wish to be at N by 8 p.m. I will 
have to travel faster than I proposed in my original 
calculations, but I will only know and do this if I have 
taken notice of both my original intention and my 
actual location at 4 p.m. Knowledge of actual financial 
position from time to time serves managers in the same 
way. 

To continue the analogy, I do not have to tell anyone 
else of my location at 4 p.m. unless I expect him (or 
them) to help me over the remainder of the journey 
or unless my non-arrival at N by 8 p.m. will have 
serious consequences for him (or them) which might 
be avoided if my position at 4 p.m. is known. This is 
the point at which the analogy applies to outsiders. 
If investors and financiers are to continue to assume 
risks or are to assume new risks they need in some sense 
to be able to form their own expectations of the 
financial future of the business. To tell them only 
the present values of assets, according to the expecta- 
tions and calculations of managers is to deprive them 
of the raw materials from which they may fashion their 
own expectations and make théir own calculations. 

A calculated figure or set of figures can serve as a 
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norm, or a target, or the expression of a hope. It can 
give no idea of actual progress or position at any time. 

In saying this we are not denying the usefulness or 
necessity of present value calculations by any means. 
One must calculate 1f one is to pursue ends with some 
confidence in attaining them. And if there are two or 
more acceptable ends which are attainable for a given 
outlay, or two or more ways of attaining a given end, 
one must calculate and compare their expected net 
outcomes. But how often must we calculate? 

The kinds of example commonly used relate to 
annual results or profits. The firm is supposed to be 
able to compute in advance these amounts, and the 
computations are based on the assumption of a given 
course of action. If the course of action is given, no 
change from that course 1s allowed for in the calcula- 
tion. In the illustration we used, the project had only a 
three-year life. But three years is long enough for any 
firm to change some part of its mode of operation — its 
products, its raw materials, its equipment, and so on. 
One year is long enough — too long — to exclude the 
possibility of substantial unexpected changes occurring. 
Take-over offers, new machines, changes in relative 
prices dictating changes in products or methods, do not 
wait upon the occasion of yearly calculations. They do 
not only occur just before balance sheets for one year 
and plans for the next are prepared. Yet, because the 
calculation of present values extends as far into the 
future as net proceeds are expected, it entails that no 
such changes will occur, or that if they do occur, they 
will not affect the expected net proceeds. 

Of course, if at the end of any one year expectations 
change, the change in expectations itself will result in a 
change in the capital value of the business, so that, in 
fact, the position as it was stated at the beginning of 
the year is quite unconnected with the new statement of 
position based on changed expectations. ‘The change in 
expectations may have been due, certainly, to quite 
specific changes in the buying or selling prices of the 
firm’s products or producer goods. But what is stated 
is the expectations which result, not those changes 
themselves. | 

In short, the series of balance sheets of a firm over a 
series of years is more an account of the states of mind 
of its management from time to time than an account 
of the states of affairs of the firm from time to time. 

The managers of firms are not, however, the only 
parties of interest who will make calculations of the 
present value type. Even if it were made quite explicit 
that the accounts represented present values in the 
opinion of management, investors, and others would 
make their own judgements. They would want to make 
their own judgements because they can invest in the 
securities of any one of a number of firms. Suppose, 
then, that we consider just two firms whose accounting 
statements are based on present values. There is no* 
way in which investors can have any assurance that 
these values can be compared, or that they have any 
real relationship to what is feasible. It is well known 
that there are differences in the optimism or ebullience 
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of managers, and that even the same person may have 
different degrees of optimism about different projects, 
or about the same project in different circumstances. 
Not even the existence of auditors can guard against 
this; for there is nothing an auditor can authenticate 
independently, except merely the correctness of the 
calculations, when the source of the basic figures is the 
expectations of managers. 


Projects or assets 


As we said earlier it 1s a simple matter to evaluate a 
project, to calculate its present value. It is simple to 
calculate the present value of an asset if, in isolation, it 
yields an income. But when assets yield an income 
only in combination, it is not so easy to calculate the 
present values of the several assets. We noticed one 
suggestion, that this value may be obtained by dis- 
counting to the present the reduction in expected 
incomes which would be suffered if the asset in question 
were not possessed. 

Consider the figures of an earlier example - the 
business having a capital value of £2,974 which re- 
quired the use in combination of cash £800, materials 
stock Zeoo and plant £1,200. The question is how to 
calculate the effect on the expected incomes (£1,000, 
£1,000, and {1,500 in the successive years) of the 
absence of any one of these assets. As, by definition, 
all three are necessary, it follows that the absence of any 
one of the three kinds of assets would mean the absence 
of the whole of the expected incomes, This would 
mean that the present value of each of the assets would 
be equal to the present value of the whole project; 
and if we were to add the present values of the three 
assets, we would find the total present values of the 
assets to be three times the present value of the whole 
project. This kind of solution is rather like saying that 
the contribution to the stability of a three-legged stool 
may be discovered by removing each leg in turn and 
adding the losses from the several observations. 

If we require separate asset values, there is no 
alternative but to use quite a different basis of account- 
ing. And we do need separate asset values if we wish 
to know the liquidity of assets, the solvency of the firm, 
the actual cover for loans, the possibility of raising new 
loans, the gearing and other features of a firm. Mana- 
gers need to know market values of assets, for. example, 
if they wish to calculate the present values of new 
projects which entail the liquidation of some present 
assets. Investors need the same information if they 
wish to consider the alternative possibilities which 
liquidation of the firm may open up. 

Other arguments could be adduced against the use 
of present values of expected proceeds for general 
accounting and financial reporting. But sufficient has 
been said to show that such a kind of accounting is 
calculation, not a reporting of actual states of affairs 
and actual results; that it is static, in the sense that the 
figures represent valuations of a specific future con- 
figuration of events, which disregards the possibility 
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of short-term adaptation; that it 1s very largely sub- 
jective and unverifiable at the time when the present 
values are calculated. 

When making forward calculations for the purpose of 
appraising alternatives on the basis of discounted 
values, it is quite proper to assume regularities. But 
these regularities seldom occur in experience. We do 
not want so much to know how good our past calculat- 
ing has been from year to year, as how good our past 
trading has been. And to report that requires us to take 
into account all the irregularities, switches from 
original plan and unforeseen events which have put any 
firm into the position 1t 1s 1n at a stated time. 

We have made no reference to changes in the pur- 
chasing power of money or to changes in prices, matters 
which we considered when dealing with other types of 
accounting. It is possible to build in allowances for the 
incidence of these occurrences; but, of course, they will 
be guess-work no less than the rest of the figures used 
in anticipatory calculations. 


How did it happen? 


It is instructive to inquire how the present value idea 
came to have any impact on the thinking of accountants 
about financial accounting. 

First of all, it seems likely that the words used by 
some economists in their discussions of capital and 
income have not been sufficiently qualified to make 
their meanings clear; or that accountants when making 
use of the dicta of economists have taken inadequate 
care to understand the context in which those words 
were used. 

Capital value, for example, is the term often used to 
designate the present value of a future income stream. 
As it stands, the term seems to designate something 
directly ascertainable, in much the same way as market 
value does. In the case of a bond with a fixed interest 
rate and fixed maturity, it does have a definite meaning 
of this kind. And bonds are commonly used by econo- 
mists in illustrations of the idea. But this definiteness 
disappears in the case of almost all other income- 
yielding assets and combinations of assets. The timing 
and amounts of gross proceeds are estimates; and the 
discount rate is someone's chosen rate, and the grounds 
of the choice of a rate are treated only in general terms 
in the expositions. | 

It requires almost a deliberate wrench to stop one- 
self from thinking of capital value as a property of the 
income source, and to accept it as a dated evaluation of 
estimated net proceeds. Its meaning would be much 
clearer if it had been styled 'capitalized value'. One 
could not speak readily of the 'capitalized value of an 
asset' without realizing that there was something 
slightly wrong with the usage (an asset and an income 
Stream are not the same thing). And one would more 
readily recognize that a capitalized value is the result 
of a calculation having purely subjective components. 

The same kind. of effect is produced by the use of 
‘future income stream’ without a prior adjective 
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‘expected’. Use of ‘future income stream’ by itself 
seems to imply that there is an income stream which 
will be certain. And as we have said, for a bond the 
income stream may be certain. But 'expected future 
income stream’ removes this aura of certainty. True, 
those who read carefully the context of these common 
usages should be in no doubt about what is intended. 
But it seems just as true that the subjective quality, 
which ‘expected’ might convey, is overlooked. 

Further, in some expositions of economic doctrine, 
writers on what are business investments tend to 'look 
straight through' from the business operation to the 
consumer who owns the business — like dealing with a 
consumer who owns a bond. But in the case of the 
typical ‘managed’ business, and especially the cor- 
porate business, the income of the business may be 
quite different from the income of its owners from their 
investment in the business. And the expectations of 
the owners may be quite different from the expectations 
of 'the business' (through its managers). 

Certainly the information available to, and the 
information comprehensible by, owners and managers 
is not the same information; their expectations are 
therefore necessarily different in foundation. These 
unavoidable differences are overlooked by some 
writers on accounting. It seems to be supposed that 
owners and investors will necessarily be better off if 
they are informed of managerial expectations when, 
in fact, it should be known that managers may have 
(many have had) hopes which fly in the face of the 
interests of owners and investors, and that managers 
have repeatedly been found to entertain expectations 
vastly different from subsequent achievements. 

Perhaps the greatest source of confusion has been 
failure to notice that economists and accountants are 
concerned with income in different contexts, and that 
consequentially the income they speak of is not the 
same thing. The literature of investment decisions is 
concerned with future income. 'The common practice 
and most of the literature of accounting is concerned 
with past income. It is confusing to all if the bald 
term ‘income’ is used without a temporal qualifier. 
Future income we compute from what we expect; past 
income we deduce from other measures which are, 
at least in principle, observable and factual. The 
difference between the two i$ as between useful fictions 
and useful facts. If these things are both useful, each 
in its own way, it is quite pointless to assert that 
anticipatory, calculated income is an ideal, and that the 
methods of accounting should be such that they yield 
a profit conceptually similar to this ideal. The product 
of our musings about the future is in no sense con- 
ceptually similar to the product of our inquiries about 
the facts of the past. 

The analysis of choice in the literature of economics 


"and investment decisions, furthermore, is always of 


choice in a particular momentary context. The ex- 
amples used are commonly of the kind — given that a 
firm has such and such resources, which is to be pre- 
ferred of certain specified future actions? We are 
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seldom, if ever, told how this given quantum of resources 
is discovered. The magnitude of a given quantum of 
resources is certainly not given by celculations of the 
present value of the income stream they are expected 
to yield. For it is quite possible for the market values 
of the assets of a firm to remain the same while the 
expectations of their owners vary. 


Conclusion 


Briefly then, present value calculations are necessary 
for choice among future alternatives. But as they do not 
convey information on the magnitude of the resources 
available to a firm at any time, they do not indicate 
which of the alternatives is financially possible. To 
use present values as accounting figures entails the idea 
that the firm is committed to the course of action which 
their calculation is based on. Hence the figures are 
themselves useless in considering alternatives. ‘The 
only basis on which alternatives can properly be con- 
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sidered is a basis common to both — a present quantum 
which can be deployed in two or more ways. Present 
value accounting is thus essentially static, providing 
no informational base, to managers or investors, on the 
possibilities of adaptation to changing or changed 
prices and other conditions. 


Some hold that accounting will orily continue to be 
useful if it turns from historiography, giving an account 
of the past, to forward calculation, giving a prospect of 
the future. But Prime Ministers, politicians, scientists, 
generals, managers, and all of us have been found so 
often to be wrong about the future, and to have such 
different views about it, that an accounting on that 
basis is likely to add a further dimension of uncertainty 
to the already risky character of business and invest- 
ment in it. Any who think otherwise might read some 
interesting comments on the matter in Keynes’ 
General Theory of Employment, Interest and Money, 
Chapter 12, ‘Long-term Expectation’. | 


Form of Auditors' Reports on 
Insurance Companies 


The Council of The Institute of Chartered Accountants in England and Wales 
has issued the following statement on the form of auditors’ reports on insurance 
companies made under the provisions of the Insurance Companies Act 7958 and 
The Insurance Companies (Accounts and Forms) Regulations 1968. Copies of 


EGULATION 2 of The Insurance Companies 

(Accounts and Forms) Regulations 1968 requires that 
accounts prepared in pursuance of section 4 of the Insurance 
Companies Act 1958 shall give a true and fair view of the 
state of affairs at the end of the financial year and of the 
profit and loss of the company for the financial year and 
that such accounts ‘shall not be deemed not to give a 
true and fair view by reason only of the fact that the 
amount at which any asset of the company has been 
included in the balance sheet is less than the full value of 
the asset’; the regulations do not require any indication 
that the amount of an asset has been arrived at after 
deducting a reserve. This contrasts with the exemption 
granted to insurance companies under Part III of the 
Second Schedule to the Companies Act 1967 which 
permits them not to disclose the amounts of reserves 
included in liabilities (including assurance and insurance 
funds) as well as those deducted from assets but in both 
instances requires disclosure of the fact that they have been 
taken into account in arriving at the amount shown under 
any heading in the balance sheet. 


2. Undisclosed reserves included in liabilities may 
include quantified free reserves and quantified actuarial 
surpluses. Where material amounts of such reserves are, 
known to exist and are included in liabilities or funds 
without disclosure, the accounts cannot be said to give a 
true and fair view. As this presentation is not specifically 
exempted under the Board of Trade Regulations the 
accounts cannot be said to have been properly prepared in 


the Statement are available from the Institute. 


accordance with the provisions of these regulations and the 
auditors’ report under the regulations must therefore be 
qualified. 


Recommendation 


3. Where material amounts of quantified free reserves 
or quantified actuarial surpluses are included in liabilities 
or funds without disclosure, the auditors’ report under the 
provisions of the Insurance Companies Act 1958 and The 
Insurance Companies (Accounts and Forms) Regulations 
1968 should be qualified. Each case must be carefully 
considered on its own merits, but a form of report appro- 
priate to most situations might read: 


“We have examined the accounts set out on pages... 
to... prepared in pursuance of section 4 of the Insurance 
Companies Act 1958 and Regulation 2 of The Insurance 
Companies (Accounts and Forms) Regulations 1968 and 
the certificates on pages... to... annexed in pursuance 
of Regulations (3), (4) and (6). [Headings to be itemized] 
include free reserves, the amount(s) of which are not 
disclosed. Subject to this, in our opinion 

a) such accounts and annexed statements and reports 
have been properly prepared in accordance with the 
provisions of the aforesaid regulations, and 


(b) according to the information and explanations 
received by us (1) the aforesaid certificates have been 
properly prepared in accordance with the provisions 
of those regulations, and (ii) it was reasonable for 
the persons giving those certificates to have arrived 
at the opinions stated therein.’ 
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"HIS has been an eventful and exciting year for our 

profession. It would be strange if it were otherwise, 
since we live in a time of rapid change and development 
resulting from a surge in technology and an increased 
consciousness of the growing importance of international 
trade and co-operation. These factors have among other 
things led to the creation of larger industrial units through 
mergers: Another factor is the increasing extent of 
Government influence and participation in industry and 
commerce. 


Consequently, if we as a profession had decided that, 
although in a changing world, we could continue on much 
the same lines as before, which bave so far beeri highly 
successful, we could rightly be accused of complacency and 
lack of foresight. 


This is not the case. For the last three years the profession 
generally has actively been examining its present position 
and future prospects and after long consideration and 
negotiation has completed a scheme which is well known 
to members of our Institute. This plan for the development 
of the profession will, I hope, come before members for 
final. consideration in June. Since the ‘blue book’ was 
issued to members in July 1968 and as a result of numerous 
meetings and discussions not only in this. country but 
abroad, certain modifications have been made to the original 
scheme which I believe can all be regarded as improvements. 
I have had the opportunity of discussing the scheme with 
members in all parts of the country and also at courses, and ` 
I have formed the impression that there has been an increas- 
ing acceptance of its main principles. I therefore hope that 
a high proportion of the membership will exercise their 
votes and that we shall see a successful conclusion to the 
proposals. If we lose this opportunity of consolidating the 
profession. and modernizing its operations, we lose an 
opportunity which in my view is unlikely to recur. I am 
aware that some features of the scheme are unattractive to 
individual members, but I urge them to have regard to our 
collective future and to vote for the scheme. 


Definitive accounting standards 


In another incidi: — our technical functions — we have taken 
steps which are bold and constructive. The profession has 
received a considerable amount of coverage in the national 
press, but unfortunately it has not all been flattering. Some 
of the criticism has been undeserved and arises from a lack ` 
of appreciation of the necessary limitations of annual 
accounts. Other criticism has I believe arisen from a 
misunderstanding of the extent to which: independent 
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Mr R. G. Leach, C.B.E. 


~ professional accountants can report on profit estimates, 
particularly in take-over situations. When a prominent 
company meets sudden and unexpected reverses there is a 
tendency to lay blame on the reporting accountants, even in 
the absence of any evidence of negligence. This has led to 
a demand for more definitive and comparable accounting 
standards and for still greater disclosure. 


The Council has endeaveured to meet these criticisms in 
its Statement of Intent published in December 1969. Some 
of the proposals are entirely new. Accounting principles 
covered by existing and future Institute recommendations ` 
will be as definitive as possible and avoid alternatives. 
Accounting decisions which involve judgement, even 
though.based on recommended principles, will if material 
be described in notes to the accounts. Such decisions 


` mainly fall in the field of uncompleted transactions, for 


example long-term contracts, hire-purchase and credit 
gales, -depreciation and the like. The Council will also 
recommend. that deviation from these standards must be 
disclosed either in the accounts or in the auditors’ report. 
A further novel feature will be the ‘exposure’ of draft 
recommendations to members and other interested parties 


before finalization. We received a warm welcome to these 
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proposals from the Board of Trade, the CBI and the leading 
City bodies. À steering committee was set up at the be- 
ginning of January to implement the proposals and such 
bodies as the CBI, Stock Exchange, Association of Issuing 
Houses and the City Panel on Take-Overs have appointed 
liaison members to this committee. The successful imple- 
mentation of the proposals which will place our Institute 
in the forefront as regards accounting standards will depend 
on full co-operation from industry and others, but taking 
into account the important influence of our members in 
industry, finance and commerce, I am hopeful that all will 
go well. 


A third important side of the year’s activities has been 
the commencement of discussions with the Board of Inland 
Revenue and with other government departments con- 
cerned with taxation on the subject of the simplification of 
taxation. As announced by the Chancellor of the Exchequer 
in December, a high-powered consultative group has been 
set up with the full co-operation of Sir Arnold France, 
Chairman of the Board of Inland Revenue, and commenced 
its work in December. This achievement results from the 
sustained efforts of my predecessors to establish the need 
for this kind of co-operation between Government, industry 
and commerce and the professions and I am convinced that 
it will make a valuable contribution over future years. 


New premises 


Fourthly, we have been very actively concerned in securing 
the completion of the Institute’s new headquarters on our 
freehold site at Moorgate Place, which project was originally 
agreed in 1964. The imaginative scheme for creating a 
blend of old and new so as to comply with requirements 
for the preservation of buildings of historic interest has I 
believe produced the finest headquarters building of any 
professional body. Apart from the prestige which attaches 
.to such a building, we shall for the first time be able to offer 
facilities to our members, particularly those resident outside 
London, which have previously been non-existent. Shortly 
after this report is published, I hope the new building will 
be formally opened by Her Majesty Queen Elizabeth the 
Queen Mother, to whom we are greatly indebted, and will 
have been visited by a wide cross-section of members. 


Financial problems 


This brings me to the finances of the Institute. In May 
1968 a resolution was submitted to members to increase 
subscriptions as from January ist, 1969. The previous 
increase in subscription dated from January Ist, 1966 and 
(since the greater part of our expenditure consists of 
salaries) it was obvious that increased subscriptions were 
necessary on this account alone, quite apart from the 
increasing scale of services provided for members. It is 
essential that the Institute's secretariat should consist of 
the most able persons available with a number of different 
skills and in view of the demand from competitive bodies 
that their salaries should be adequate. We are fortunate 
indeed in having a skilled and.devoted secretariat under the, 
leadership of Mr Evan-]ones which never spares itself in 
dealing with our many problems. However, for a variety 
of reasons not I believe associated with the merits of the 
financial case, the resolution was not passed. In the annual 
report for 1968 the Council announced that the question 
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of subscriptions would therefore have to be left in abeyance 
until members had reached a conclusion on the scheme 
for the future development of the profession. 'l'his was 
inevitable since it is obvious that with a largely increased 
membership the financial position of the Institute would be 
improved. In consequence, an aggregate deficit will be 
incurred for 1969 and 1970 of something of the order of 
£150,000. To keep this in perspective, however, it must be 
noted that loan interest during reconstruction at Moorgate 
Place and charged against income will amount to ‘nearly 
£300,000. It is obvious from the rental prospects of that 
part of the new building which we propose to let that we 
have created an asset of immense value, worth a great deal 
more than its cost, and one which will steadily appreciate in 
value in the future. 


If I may be personal in this statement, I would like to 
say how fortunate I consider myself to have been guided 
into becoming a chartered accountant many years ago. Even 
more would 1 start on the same path today. Our profession 
occupies a position in this country which is unique in the 
world: our prestige stands very high and this owes much 
not only to our practising members whose activities extend 
into many public spheres such as governmental committees 
and inquiries but also to our members who occupy leading 
positions in industry and commerce not only on the financial 
executive side. The opportunities open to chartered account- 
ants today have never been so great or so wide. 


The smaller practitioner 


One of our problems is to provide all our members with the 
help and service to which they are entitled. The interests of 
members are varied. The smaller practitioner is and will 
always represent a highly important sector of the Institute: 
without him the accounts and affairs of some 400,000 
companies and some millions of taxpayers could not 
progress. We are trying in many different ways to assist the 
smaller practitioner, who is heavily overworked, by 
publishing literature designed to assist comprehension of 
new legislation, new methods of auditing, computerization, 
decimalization, etc. For our members in industry and 
commerce we believe our courses and literature can be of 
practical assistance and we intend to pursue the develop- 
ment of post-qualification education. However, for all 
members I believe the first and most important task of the 
Council is to preserve and. improve the image of the 
Institute which reflects on us all. | 


There is much more in being a member of a profession 
than holding a qualification and putting letters after one's 
name. Within a profession there should be a sense of public 
responsibility and a close relationship with fellow members. 
During my visits to district societies and to many functions 
during the year I have been very conscious that these 
important qualities are strongly established and I am 
deeply grateful for the support and friendship which I have 
invariably received from my fellow members. 


Finally, it gives me and my colleagues on the Council 
great satisfaction in having such a close association with our 
students through their executive committee and I would 
like to congratulate that committee on the work it does for 
students and for the Institute. 


R. G. LEACH, 


April 1970. President. 
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Extracts from the annual report of the Council to be presented to the 89th 
annual meeting of the [nstitute on Wednesday, May 13th, at Chartered 


Accountants' Hall, Moorgate Place, London EC2. 


The future of the profession 


THE schemes for the development of the accountancy 
profession in Great Britain and Ireland were approved 
in principle by the memberships of the six participating 
bodies during the spring and early summer of 1969. In the 
case of the Scottish Institute, although the referendum 
showed a small majority of votes in favour, the Scottish 
Council saw little likelihood of obtaining the two-thirds 
majority ultimately required to implement the proposals and 
decided to withdraw from active participation. 

However, in the light of the decision of the Councils of the 
five other bodies to proceed with the English and Irish 
schemes, the Scottish Council agreed to seek a further 
expression of opinion from its members at the end of the 


year. This disclosed a substantial majority in favour of. 


resuming participation. I EE 
Accordingly, the Scottish Council reversed its previous 


decision and the six Councils now hope to submit to their 


memberships in June 1970 definitive proposals for the 
implementation of the three schemes (for England and 
Wales, for Scotland and for Ireland). 

Because some changes have been made as a result of the 
views expressed, both at meetings and in writing, since the 
issue of the outline English scheme in July 1968, the Council 
has decided that members should be given an opportunity 
of studying the transcript of the proceedings of the next 
special meeting before a poll is taken. An announcement to 
this effect was included in the Institute Newsletter for 
December. 


Accounting standards 


Atits meeting on December 3rd, 1969, the Council approved 
an important ‘Statement of intent on accounting standards in 
the 1970s’ in which the: Council made known the steps it 
intends to take in pursuit of its aims in the field of accounting 
standards. The Council announced that it will, in con- 
sultation with representatives of industry, finance and 
commerce, take steps to: 


Intensify its efforts to narrow the areas of difference and 
variety in accounting practice. 


Implement recommendations that disclosures should be 
made of the accounting bases used where significant items 
in company accounts depend substantially on judgements 
of value. 


Implement further recommendations that departures 
from the Institute's definitive standards should be dis- 
closed in company accounts or in notes to the accounts. 


Recommend that if such disclosures are not made there 
should be appropriate reference in auditors’ reports. 


.The statement was published on December 11th, 1969, in 
the Institute Newsletter and reproduced in Accountancy for 
January 1970 [and The Accountant, December 18th, 1969]. It 


was also widely reported in the national and provincial Press 
and periodicals. | 


Tax simplification 


Opinion in and out of Parliament is moving increasingly to 
support the views of the Institute about the need to rational- 
ize and simplify tax legislation and its administration. The 
Institute, together with the other accountancy bodies, made 
further representations to the Chancellor of the Exchequer 
on the subject in March 1969. In June 1969 a deputation 
from the Accountants! Joint Parliamentary Committee 
(representing the three Institutes of Chartered Accountants 
and ‘The Association of Certified and Corporate Accountants) 
was received by the Chancellor and as a result of this meeting 
a working party was set up by the Board of Inland Revenue. 
Meetings of the working party have been taking place with 
representatives of the profession and of industry present. 
Meanwhile, the Council is continuing to study ways in which 
tax law and practice might be simplified. 

The Council and the Council of the Scottish Institute have, 
for instance, submitted a memorandum to the Law Com- 
mission and the Scottish Law Commission on “The simpli- 
fication of tax law — income and gains from land'. 


- 


Other matters of national and 
professional concern 


Companies Legislation in the 1970s 


In March 1969 a memorandum on 'Companies legislation in 
the 1970s’.was submitted to the President of the Board of 
Trade by the four bodies represented on the Accountants' 
Joint Parliamentary Committee. The memorandum, which 
was published as a supplement to Accountancy in April 1969 
[and to The Accountant, March 29th, 1969], has attracted 
considerable attention among those concerned with the 
improvement of Company Law. One of the principal recom- 
mendations was that a distinction should be drawn between 
‘proprietary’ and ‘stewardship’ companies, the ‘proprietary’ 
companies being exempted from certain disclosure require- 
ments in their filed accounts — but not in the accounts 
circulated to members. 


The Companies Bill 1969 


The allied accountancy bodies submitted to the President 
of the Board of Trade a memorandum on the Companies Bill, 
which was a Private Member's Bill providing for the election 

* of a shareholders’ committee and management audit of a com- 
pany. The memorandum, which expressed the Council's 
view that the Bill's provisions were unlikely to achieve their 
objects, was published in Accountancy in August 1969 [and 
The Accountant, July 12th and 19th, 1969]. The Bill did not 
receive a third reading. rr, 
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Trust accounts 


At its meeting on November sth, 1969, the Council —Á 
a ‘Recommendation on Accounting Principles entitled “Trust 
accounts’. It was published in Accountancy in January 1970 
[and The Accountant, November 15th, 1969], and circulated to 
‘members in March 1970 as part of Supplement No. 30 to the 
Members’ Handbook. 


Computer-based accounting systems 


Two Auditing Statements on computer-based accounting 
systems were approved in 1969. At its meeting on December 
3rd, 1969, the Council approved ‘Internal control in a 
computer-based accounting system’ and "The audit of 
computer-based, accounting systems. They were published 
in Accountancy in the January 1970 issue [and The Accountant, 
December rith and 18th, 1969] and were distributed to 
members in Supplement No. 30 to the Members’ Handbook 
in March 1970. 


Other auditing statements 


Other auditing statements issued during the year were a 
revised statement ‘Stock-in-trade and work in progress’ (Urr 
in the Members’ Handbook, replacing U2) ‘Auditors’ working 
papers’ (U12 in the Handbook) and ‘Auditors’ reports under 
and Friendly and Industrial and Provident Societies Act 
1968’ (U13 in the Handbook). The first was published in 
Accountancy in May 1969, the second in the July issue, and 
the third in the November issue [and The Accountant, 
April roth, June 14th and October 18th, 1969]. 


Representations to outside bodies 
on technical matters 
Other matters considered by the Parliamentary and Law and 


Technical Committees which gave rise to representations or 
discussion with outside bodies included the following: 


Chancellor of the Exchequer: 


Disallowance of interest as a deduction for income tax 
(Accountants’ Joint Parliamentary Committee letter of May 


1969). 


Treasury: 


Retirement provision for persons in professional practice 
(jointly with the Bar Council, the Law Society and the other 
AJPC bodies). 


Board of Inland Revenue: 


Retirement annuity premiums, for self-employed persons 
(with the Bar Council, the Law ‘Society and the other AJPC 
bodies). 


Finance Bill 1969. 

Notices of assessment (the cash basis). 
The Income Tax Management Act 1964. 
Schedule F accounting. 


Ministry of Housing and Local Government: 
Auditors’ reports under the option mortgage scheme. 


National Debt Office: 
The accounts and audit of trustee savings banks. 


Panel on Take-overs and Mergers: 
Accountants’ reports on profit forecasts. 
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HM Customs and Excise: 
Accounting and auditing implications of import deposits. 


National Ports Council: 


, Draft statutory instruments affecting accounts and audit. 


Board of Trade: 
Investment grants: anomalies and practical difficulties. 


Statistics and Intelligence Division: 
Proposed publication of statistics of feni asi earnings. 


Chief Registrar of Friendly Societies: 
Annual Return forms of friendly societies. E 


Group accounts regulations for industrial and provident 
societies. te 


Law Commission: 
Interest on testamentary annuities. 


Stock Exchange, London: 


Rule 79a governing the accounts of Stock Exchange member 
firms. 


Reddaway Inquiry: 
The effects of the selective employment tax. 


Legal Committee of European Chambers of Commerce: 
Uniform code of EEC Company Law (contents of accounts). 


Technical Advisory Committee 


During the year 1969 the Technical Advisory Committee 
held six meetings. The Technical Committee and the 
Parliamentary and Law Committee have drawn largely on 
the TAC for the membership of drafting sub-committees. 
Reports of these sub-committees have normally been referred 
to the TAC and where appropriate regional technical 
advisory committees before being submitted to the relevant 
committee of the Council. 


Professional standards 


There has been continuing interest among members in the 


` work of the Professional Standards Committee. There re- 


mains, however, a need for more information from the 
membership about possible areas of weakness in professional 
practice, with examples to illustrate the particular aspect 
whenever practicable. The committee also hopes to receive 
suggestions from members of ways in which it may improve 
its own service to them. 

Where cases brought to its attention have disclosed general 
areas of difficulty, the committee has brought these to the 
attention of the "Technical Directorate for appropriate action. 

The committee is also engaged upon more general matters 
which include consideration of how assistance can best be 
given to individual practitioners in difficulty and whether 
there is a need for an Institute register of firms with special 
experience in various fields which could be consulted by the 
profession. 

Co-operation has continued with representatives of 'The 
Stock Exchange, The Committee of London Clearing 
Bankers, the British Insurance Association, the Society of 


1 
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. Investment analysts and the Issuing Houses Re and 
to the list of outside bodies with which the committee con- 
-sults have been added the Registrar of Companies and the 
Centre for Interfirm Comparison.. | 
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Professional indemnity insurance d 


: The extent to which members in practice are exposed to 
claims arising from - -allegations of professional negligence 
and the continuing rise 1n prémiums for indemnity insurance 


have been the subject of further detailed study by the . 


Institute. 

This has concentrated upon two problems. Firstly, the 
extent to which members can reasonably minimize the.areas 
of risk. It is clear from legal advice obtained by the Institute 


^ that members are free to define, by contract with their clients, 


the precise bounds of their responsibility in various types of 
work and the nature and scope of the work undertaken or, 


- " when the circumstances in any case justify such a course 


of action, to exempt or partially exempt themselves from 
liability. It is hoped that guidance statements advising 
members how best they can take such steps will be published 
during the coming year. 

Secondly, the Institute is studying the feasibility of 
establishing a. system whereby members can obtain clear 


and definitive advice, on a case by case basis, on n the level and — 


^ 


type of cover dini should seek. : 


t 


Meetings of members’ : 


A special meeting of members was held at The Royal Albert | 


Hall on April 17th, 1969, to consider two Council resolutions 
seeking approval in principle to the Scheme for the develop- 
ment of the accountancy profession in Great Britain and 
Ireland and its conditional extension to other accountancy 
bodies, and a resolution submitted by Mr D. E. T. Tanfield 
that the proposal to extend membership to other bodies be 
rejected but that many other proposals in the Scheme be 
| pursued. 
^ The Council resolutions were carried. Mr Tárifield's 
resolution was defeated. 
' T'he annual meeting of members was held at Church 
Gees Westminster, on Wednesday, May 14, 1969. 'T'here 
was tio resolution additional to the normal business. ` 


at 
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Membership 


‘The number of members ep the istius on J anuary rst, - 
1970; was 47,652, an increase of 2,152 in the year. ` 


1 
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Courses 
Post-qualifying courses and training 


Institute post-qualifying courses held during 1969 included 


residential courses on electronic data processing, current tax 
practice, management information, auditing of computer 
systems and controlling administrative overheads. The 
EDP, management information and controlling administra- 
‘tive-overheads courses were repeat presentations of existing. 
successful courses. The EDP and management information . 


courses are to be SE reviewed and updated during 


1970. ^ 
The. course on ‘Auditing of computer systems’ was first 

- presented in January. In.view.of the demand for this subject, 
further series were held in June and November. All these 
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courses were oversubscribed and exceptionally well received 
by those attending. | 
Up to May 1969, the currenf tax practice courses were 
organized as broad reviews of developments across the whole 
` field of tax practice. In September 1969; however, the course 


` was organized for the first time as ari ‘in depth’ study of one 


specific aspect of taxation. It was held at Churchill College,’ 
Cambridge, on the subject of Estate duty planning. — 
individuals, trusts and family companies'. 

This.course was also very well received by those attending 
and was over-subscribed. Future Tax’ coursés will.comprise 

‘in depth’ studies of other aspects of taxation. — . 

The Institute was represerited at Datafair '69, organized 
by. The British Computer Society and held at Manchester 
from August 25th to 29th. Seven papers were presented on 
three mornings under the general heading ‘Business manage- 
ment and computers’. Leo hundred and forty-three: attended 
these presentations. 

Attendances at Institute instructional courses. is given in’ 
the following table: 


' Planned Total 

Subject Dates Location size of nunbers 
. . course present 

Management January Brighton 150 137 

information 5th-9th ' . 

Auditing of ^ January Brighton ` 50 *60 

Computer 17th-20th 

Systems . 

Controlling February . Brighton ` . 100 53 

Administratiçe — 23rd-27th i £ 

Overheads ; I i | 

Electronic April Brighton 150 ` 70 
ata 21st—25th 

Processing e | 

Current Tax’ — May2Bth- Brighton 200 124 

Practice June ist 

Auditing of June Brighton 100 *99 

Computer 8th-12th . 

Systems ` | 

Current Tax September Cambridge 150 - #448 

Practice 26th-29th © i f f 

Management ^ October Brighton. "LI, 200 195 | 

Information 21st-27th , l : : Ce 

Auditing of | November Brighton ' .96 *96 

, Computer 14th-17th x 

Systems I ER I 

Electronic December ' Brighton 150 *163 

Data 6th-12th 

Processing 

Total ; I 1,346 1,145 





* Courses oversubscribed. 


~ 


. Courses costs 


. While the cost of Institute residential courses compares- 

favourably with that of courses of comparable standard run, ` 
by commercial and university sponsors, the Courses Com- 
mittee is aware that the cost deters some members from 
attending and is concerned to keep it as low as possible. - 

With this in mind, many future courses will as soon as 
possible be organized as single courses of roo-150 and make 
use of university rather than hotel accommodation. Where 
this.can be done without jeopardizing, the quality of the 
course, it will make substantial reductions in ‘course fees 
possible. It should be recognized that these proposals require 
both a re-examination of existing courses before they can be 
increased in size and booking of suitable university accom- ` 
fnodation. For these reasons, the full impact of these changes 
will not be felt until 1971. 

In the meantime, members deterred by the cost of Institute 
courses should consider the details of District Society 
courses planned for 1970 shown in each i issue of the Institute 
Newsletter. : 


`x ` 
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Certificate in Management Information/Part I, 
Joint Diploma in Management Accounting 
Services 


The results of the joint examination for the Certificate in 
Management Information and Part I of the Joint Diploma in 
Management Accounting Services held in October 1969 were 
as follows: 


Passed Referred Failed Total . 
CMI and Part I Joint 
Diploma .. Ger gei IA II IO 35 
Part I Joint Diploma only.. **3 — 6 9 
* Includes 3 referred candidates from previous examinations. 
** Includes 1 referred candidate from a previous examination. 


In addition, 9 members qualified as holders of the joint 
diploma. Members of the Institute who have passed the 
CMI examination will be entitled to the appropriate symbol 
relating to the CMI in the List of Members. Successful 
candidates from all the participating bodies will be eligible 
to proceed to Part II of the Joint Diploma on satisfying the 
necessary requirements as to experience. 


Students 


Articles registered 


In 1969 articles registered totalled 4,232 as compared with 
4,039 in 1968. The percentage with two ‘A’ levels or higher 
standard rose to 7o':1 per cent (1968: 64:4 per cent). Gradu- 
ates of universities in the United Kingdom and Republic of 
Ireland numbered 814 (19:3 per cent) compared with 625 
(15°5 per cent) in 1968. 


Meetings with Council 


During the year there were three meetings of the students' 
liaison committee, which is composed of members of the 
standing committees of the Council and members from the 
executive committee of the Association of Chartered Ac- 
countant Students’ Societies. The annual meeting with the 
full executive committee of ACASS was also held in March. 
The main item discussed at these meetings has been the 
place of the student member of the Institute under the 
scheme for the development of the profession. 


Full-time nine-month courses 


In 1967-68 the number of colleges providing full-time nine- 
month courses for four-year articled clerks increased to 12, 
compared with 4 in 1966-67. 

From October 1969, there has been a further increase to 
I9, giving a total of 1,250 places. It is hoped that from 
October 1970, 8 more colleges ‘will be invited to participate 
bringing the total to about 1,500 places. 


Other courses for articled clerks 


The extension of the scheme of full-time nine-month courses ` 


in no way lessens the need for other courses, A variety of 
these is being provided by some 54 institutions of further 
education. Full details of these courses are contained in a 
booklet which is included with the issue of a preliminary 
certificate and is obtainable on request. 


Graduate conversion courses 


A total of 130 places is now available for graduate conversion 
courses (City of London College 5o, City of Westminster 
College 8o). It is hoped that from October 1970 at least one 
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other college will be invited to participate, bringing places 
available to over 150. I 

These courses are specially designed for graduates who 
have not followed an approved degree course. Successful 
completion of the course and subsequent college examination 
gives exemption from the Intermediate examination of the 
Institute. 

Full details of these courses are published in a pamphlet 
‘Full-time courses for graduate articled clerks’, which is 
available on request from the Institute. 


Approved degree courses 


Since the last report there have been several additions to the 
list of degree courses approved by the former Joint Standing 
Committee of the Universities and the Accountancy Profes- 
sion. With the rapid extension of CNAA approved degrees 
at polytechnic and other institutions of further education 
the committee has been re-named the Joint Standing Com- 
mittee on Degree Studies and the Accountancy Profession. 
The year was also marked by the participation for the first 
time of the Scottish and Irish Institutes, The Institute of 
Cost and Works Accountants and 'T'he Institute of Municipal 
‘Treasurers and Accountants. The booklet 'Degree studies 
and the accountancy profession’ is obtainable on request 
from the Institute. 


Statistics pass recognized 


The Council has recognized the subject of statistics in the 
GCE examination or any other recognized examination as 
‘a mathematical subject’ for the purpose of granting a 
preliminary certificate which is a prerequisite for entry into 
articles. 

Full details of the conditions of eligibility of a preliminary 
certificate are contained in the booklet ‘A summary of the 
requirements for membership’, obtainable on request from 
the Institute. 


Financial assistance 


Local education authorities have the power to make grants 
to articled clerks who follow full- and part-time courses of 
study. The summary of the position is given in a publication 
‘Financial assistance for articled clerks — grants from public 
funds’ which is available on request from the Institute. The 
publication was revised in 1969 and a copy is included with 
each preliminary certificate on issue. 


Practical training of articled clerks 


An important statement repeating the particulars of experi- 
ence which articled clerks must receive was published by the 
Council in December 1969, and appeared in Accountancy for 
January 1970 [and The Accountant, December 11th, 1969]. 
The statement is to be circulated in 1970 to all members in 
practice. 


Public relations and recruitment 
Press, television and radio 


Personal contacts between Institute representatives and 
members of the national Press, radio and television were 
further developed during the year. Contacts with provincial 
news media were also extended through the appointment of 
District Information Officers, for whom a briefing meeting 
was held at the Institute in April 1969. Articles and broad- 
casts resulting from interviews with members and written by 
members and the secretariat appeared increasingly in the 
national and provincial Press. 

The Council publicized its plans for the continuing 
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improvement of accounting and auditing standards in the 
19708 at a Press conference on December 11th, 1969. 


Management consultancy film 


Location shooting was completed during 1969 of a film on 
chartered accountants in management consultancy. This film 
is being largely financed by member firms working in this 
field. It will be used both as a public relations and recruitment 
medium in 1970. 


National and provincial recruitment advertising 


The 1969 national advertising campaign was run at a cur- 
tailed rate in order to effect economies. 'l'he advertisement 
used and the media selected for the campaign increased its 
effectiveness, appreciably lowering the unit cost per reply. 

Grants continued to be made to district societies. in 1969 
for local recruitment advertising. 


Recruitment films 


Demand for the Institute's recruitment film ‘The business 
game' continued at a high level during the year and by 
December 31st, 18 months after its premiére, audiences 
estimated at 10,000 had viewed the film. 

'The Institute also acted as co-sponsors in the preparation 
of a career guidance film ‘Finance people’ which was pro- 
duced for the Cambridge Careers Research and Advisory 
Centre. This film will become available for use by district 
socleties during 1970. 


National Management Game 


The Institute, together with the Financial Times and Inter- 
national Computers Ltd, completed preparations to launch 
a national management game in 1970. 

The exercise was aimed mainly at the younger E 
or professional man but in the event a wide variety of entries 
was received. The game has been heavily oversubscribed and 
consideration is being given to repeating it in tbe future on a 
very much larger scale. 


Vacation courses for schoolboys 


At the request of the Public Schools Appointments Bureau, 
the Institute arranged in 1969 an Easter vacation course for 
schoolboys. This residential course was held in London and 
formed part of the major programme of courses about various 
careers conducted under the auspices of the Bureau. The 
course was oversubscribed and the Council has invited dis- 
trict societies to run one-day or two-day non-residential 
courses with a similar purpose in 1970 as part of the Bureau's 
programme. 


Research 

Two books resulting from projects sponsored by the Insti- 
tute's Research Committee were published in 1969 on behalf 
of the Research Foundation. They were "Ihe efficiency of 
business enterprises’ by Professor L. R. Amey and 'Intro- 
duction to mathematical programming for accountants’ by 
Professor B. V. Carsberg. A further book is to be published 
in 1970. Work on other research projects is in progress 
including certain subjects being handled by the staff of the 
Institute's Technical Directorate. These include a survey 
of the form and contents of 300 company accounts issued i in 
1968-69, which will be published during 1970. 


The P. D. Leake Trust 


‘Two graduate studentships in Accounting and Eege have 
been awarded for 1970~71, renewable for a second year. ‘The 
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successful candidates will be required to study full-time for 
amaster's degree. 

Professor G. S. A. Wheatcroft has had to abandon a 
comparative income tax study because of an urgent and 
important commitment but it is hoped that he will be able to 
resume work on this again early in 1971. 


Overseas relations 


The Overseas Relations Committee has directed its efforts 
during 1969 primarily to the strengthening of its links with 
the accountancy bodies in Europe and to matters concerning 
the future of the profession in Europe. In all its contacts with 
the profession overseas the Institute has continued to em- 
phasize its fundamental belief in the international character 
of the profession and in the desirability of world-wide free- 
dom of practice rights and association. 

Contacts with the profession in Europe have been de- 
veloped through visits abroad by representatives of the 
Institute and through meetings of liaison committees which 
the Institute has established with the accountancy bodies in 
a number of countries. In addition, the Institute has sought 
and obtained a closer relationship with a working party of the 
accountancy bodies in the common market countries which 
is making a study of the directives issued under the Treaty 
of Rome relating to the freedom to provide services in the 
member countries. 


UEC 


'The Institute has continued to play its part in the activities 
of the Union Européenne des Experts Comptables Econo- 
miques et Financiers (UEC) and of its various committees. 
Sir Henry Benson, C.5.E., (Chairman of the Overseas Rela- 
tions Committee), was elected one of the two Vice-Presidents 
of UEC by the Assembly of Delegates meeting in Copen- 
hagen on October 6th, 1969. 

A large number of members attended the sixth UEC 
Congress in Copenhagen from October 7th to roth, 1969, at 
which Mr D. G. Richards presented a paper on ‘Modern 
requirements for balance sheets prepared for the information 
of shareholders’ [The Accountant, October 18th, 1969]. 

The Institute will be the host at the next UEC Study 
Conference, which will take place in London from October 
4th to 8th, 1971 with ‘the development of the accountancy 
profession and practice in Europe in the 1970s’ as its theme. 
A special sub-committee has been appointed to handle the 
arrangements for the conference, and these ere now well 
advanced. 


President's visits overseas 


The then President visited. Pakistan, India,. Singapore. 
Malaysia and Hong Kong in January 1969 to meet members 
of the Institute and to explain the scheme for the develop- 
ment of the accountancy profession. Two past Presidents of 
the Institute also visited a number of centres in Europe and 
Africa for the same purpose. 


Overseas accountancy examinations ^ 


The Overseas Accountancy Examinations Advisory Board is 
administered jointly by the English, Scottish and Irish 
Institutes. During the period since 1957 it has provided 
advice and assistance in respect of the examinations of five 
overseas accountancy bodies, as a result of which three of the 
bodies have now assumed full responsibility for their own 
examinations. Preliminary inquiries have been received dur- 
ing the past year from three other bodies. 
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International Study Group 


The International Study Group met twice in plenary session, 
in June in Toronto, Canada, and in December in London, 
England. 

"Ihe independent auditor's reporting standards in three 
netions’, the second report of the International Study Group, 
was published in May 1969. The work sets out the major 
areas of similarity and difference in the reporting standards 
of auditors in each of the participating countries and suggests 
points of practice which might possibly be consolidated to 
form examples. of international best practice. Copies may be 
obtained on application to the Institute, price 10s post free. 
Ir. January 1970 the group published its third study, ‘Using 
the work and report of another auditor’, of which copies 
are also obtainable from the Institute, price ros post free. 


Computerization 


The computerization of members’ records is heng imple- 
mented and although completion was delayed due to tech- 
nical difficulties, the scheme will be operative in early 1970. 


National public service 


The following members are known to have been appointed 
to positions of national importance. The list does not include 
numerous appointments in local spheres of public service. 


Mr G. L. Armitage 
appointed to the Consumer Council until May 31st, 1972. 


Mr J. A. Jackson 


appointed by the Lord Chancellor to membership of the 
tribunal under section 28 of the Finance Act 1960 for the 
period until December 31st, 1972. 


Sir William Lawson, C.B.E., B.A. 


appointed Chairman of the Review Board for: Government 
Contracts. 


Sir Thomas Robson, M.B.E., M.A. 
re-appointed by Her Majesty The Queen to membership of 
the Transport Tribunal for a further period to October 31st, 
1969. 


Mr E. Kenneth Wright, M.A. 


appointed as one of the two Honorary EE of the London 
Chamber of Commerce. l 


Sir Henry Benson, C.B.E. 
appointed by the Secretary of State for Defence to z Com- 
mittee to inquire into the organization and structure of the 
Ministry of Defence. | 


Appointments to other bodies 


'The following members have been appointed or nominated 
by the Council to serve on other bodies. This list does not, 
however, include appointments or nominations of members 
by district societies to serve on local bodies. 


City of. Fondi College 


Mr J. A. Jackson as the representative of the issue on the 


- Governing Body of the City of. London College. 


Orani of National Academic Awards 


Mr M. G. Lickiss, B.SC.(ECON.), as the Geen of the . 


Institute on Che Business Studies Subjects Board of the 
Council of National Academic Awards. 
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National Council for Quality and Reliability 


Mr P. J. Custis as the representative of the Institute on the 
National Council for Quality and Reliability. 


Statute Law Society 


Mr E. .C. Meade as the representative of the Institute on a 
committee set up by the Statute Law Society. 


Trustee Savings Banks Inspection Committee 


Mr W. G. Densem as the representative of the Institute on 
the Trustee Savings Banks Inspection Committee for a 
further period until November 1973. 


Members’ appointments at universities 


University of Birmingham 
Mr T. E. Gambling, B.COM., PH.D., appointed to the Chair of 
Accountancy at Birmingham University. 


University of Bristol 


Mr J. Flower, B.sc.(ECON.), appointed to the Chair of Ac- 
counting at the University of Bristol. 


University of Manchester 


Mr B. V. Carsberg, M.sc.(ECON.), appointed to the recently 
established Chair in Accounting at the University of Man- 
chester. 


Examination results 


Pass Fail 
Intermediate 2,669 | 2,227 
Final: 

Parts I and II together .. ea oa: se 6 29 
Part I taken separately * 3,033 35,172 
Part II taken separately 2,504. 2,725 


* Includes 5 candidates who sat for both Parts of the examination 
and passed in Part I only. 


Annual Accounts 


The Institute's accounts for 1969 show a deficit of £45,065. A 
year ago it was indicated that there was likely to be a deficit of 
about £100,000 largely attributable to loan interest during the 
reconstruction of the Institute building and this would have been 
the result but for five major factors. 


1 In view of the high interest rates prevailing it was decided that 
iristead of arranging long-term borrowing at the end of 1969 the 
bridging finance should be extended for up to five years. In 
consequence the fees and charges involved in arranging a long- 
term debenture have not yet been incurred. 


2 Delays in completion of Chartered Accountants' Hall have 
postponed payments to contractors and reduced the interest 
charge in 1969. 


3 Following a change in the timing of the publication of the annual 
List of Members a provision for printing is no longer required. 


4 Admissions to membership during the year have been more than 
expected. 


5 Economies have been achieved by curtailment of certain 
activities. 


Government restrictions have limited the bridging finance 
available during 1970 and part of the investment portfolio. has 
been switched into short-term, corporation bonds so that liquid 
resources are available in case of need. The switching in 1969 
Was arranged to achieve as large an increase as possible in invest- 


ment income while at the same time avoiding realization of capital 
.gains in excess of interest payments during the year. 
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SCHEDULE TO BALANCE SHEET 
investments 31st December 1969 
Valuation Holding Cost Cost 
1968 1969 1969 7968 
£ £ | E f 
I ‘Fixed Interest : 
Corporation Bonds at 93 per cent, redeemable 9th December 1970 
— 42,258 County Borough of Derby £42,000 42,000 — 
— 8,049 Denbighshire County Council £8,000 8,000 — 
— 171,045 London Borough of Redbridge £170,000 170,002 — 
— 221,352 220,002 — 
Equities - | 
Insurance companies and banks 
29,686 30,388 Commercial Union Assurance Co Ltd Ordinary 5s Shares 9,350 11,393 77,393 
21,780 15,180 General Accident, Fire and Life Assurance Corp Ltd Ordinary Stock £3,300 6,338 6,338 
23,205 24,225 Legal and General Assurance Society Ltd 1s Shares 10,200 3,613 3,673 
9,200 8,200 Royal Insurance Co Ltd Ordinary Stock £1,000 3,828 3,828 
14,500 11,500 Royal Bank of Canada $2 Shares of Capital Stock 1,000 | 3,940 3,940 
98,371 — 89,493 | i 28412 — 29,112 
Investment trusts 
` 389,900 — Alliance Trust Co Ltd Ordinary Stock — 3,033 
| 24,750 — Cedar Investment Trust Ltd Ordinary 5s Shares — 9,823 
26,950. — City of London Brewery and Investment Trust Ltd Deferred Stock — 9,537 
21,000 — Edinburgh Investment Trust Ltd Deferred Stock — 8,570 
33,600 -— international Investment Trust Ltd Ordinary 5s Shares — 13,231 
77,040 — investors Mortgage Security Co Ltd Ordinary Stock — 1,710 
22,252 ` — London and Provincial Trust Ltd Ordinary 5s Shares — 2,664 
30,375 — Sphere Investment Trust Ltd Ordinary 5s Shares — 8,351 
20,850 — Trust Union Ltd Ordinary 5s Shares — 9,165 
78,941 — Trustees Corporation Ltd Ordinary 5s Shares — 8,466 
24,640 — United States Debenture Corporation Ltd Ordinary Stock — 5,099 
38,569 26,813 Anglo-American Securities Corp Ltd Ordinary 5s Shares 16,500 .12,119 72,119 
26,880 10,120 Atlas Electric and General Trust Ltd Ordinary 5s Shares 9,200 3,958 8,262 
37,760 30,000 Border and Southern Stockholders Trust Ltd Ordinary 10s Shares 12,800 ` 11,744 11,744 
43,997 33,065 British Assets Trust Ltd Ordinary bs Shares 42,664. 602 602 
27,750 ‘22,125 Continental Union Trust Co Ltd Ordinary 5s Shares 30,000 2,421 2,421 
36,850 26,730 Edinburgh and Dundee Investment Co Ltd Ordinary Stock £5,940 4,350 4,350 
60,794 45,263 Foreign and Colonial Investment Trust Co Ltd Ordinary 5s Shares 35,500 11,511 17,577 
33,440 27,280 Lake View Investment Trust Ltd Ordinary 5s Shares 17,600 10,734 70,734 
20,370 16,244. Scottish Mortgage and Trust Co Ltd Ordinary Stock £4,200 3,164 3,764 
39,600 31,500 Second Scottish Investment Trust Co Ltd Ordinary Stock £9,000 9,827 9,827 
19,688 9,625 Standard Trust Ltd Ordinary Stock £2,500 5,631 8,447 
32,666 24,732 Sterling Trust Ltd Ordinary 5s Shares 18,666 10,437 70,437 
38,625 27,375 Witan Investment Co Ltd Ordinary 5s Shares 30,000 9,265 9,265 
737,287 330,872 . 95,763 182,526 
Investments at cost £344,877 £211,638 
£641,717 Value at middle market prices (Note 5) 
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REVENUE ACCOUNT FOR THE YEAR ENDED 31st DECEMBER 1969 


Expenditure and related income allocated to main functions 


Membership administration 
Applications and records 
Conduct . 
Subscription collection 
Copies of List of Members 
General meetings, annual report and notices to members 
Appointments service 


District societies 


Educational and technical facilities for members 
Certificate in Management Information 
Joint Diploma in Management Accounting Services 
Courses 
Library and members' rooms 

` 'Accountancy' 


Technical activities, including Membere Handbook and other publications 


Public relations and recruitment 
National advertising 
Other advertising and publicity 
List of Members—complimentary and sale copies 
Recruitment 


External relations 
United Kingdom 
Overseas 


Students 
Student and Examination Account 
Amount transferred from Chartered Accountants’ Educational Foundation 


Administration of associated trusts and grants to charities 
General administration 


Financial items 
Investment income 
Interest 
Fees and expenses (including Audit £2,500) 
Property lettings 


Exceptional items 
Integration Scheme 
Computerisation of members' records 
Printing provision no longer required 


Net expenditure 


General income from members 
Subscriptions 
Admission fees e 


Net expenditure as above 


Deficit/Surplus 


- 
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1968 
Deficit 


Surplus. 


£ 
28,843 
25,834 
6,888 
76,456 
72,086 
7,643 


97,750 
65,738 


7,528 
3,500 
2,917 
79,892 
680 
86,527 


113,684 


12,539 
73,007 
8,720 


| 34,088 
68,354 


7,411 
20,984 


28,395 


1,654 


1,654 


14,044 
95,889 


18,498 
49,260 
6,925 
2,750 


34,937 


32,638 
1,127 


— 


33,765 


£552,556 





£ 


1969 
Income ` Expenditure Deficit 
Surplus 
£ E £ 
— 32,643 32.643 
— 29,762 29,762 
— 7,337 7,337 
— 18,769 18,769 
— 11.471 11,471 
— 9,820 9,820 
— 109,802 109,802 
— 62,757 62,757 
938 1,938 1,000 
— 1,500 1,500 
83,385 86,217 2,832 
6,792 29,301 22,509 
127,144 126,864 280 
16,788 113,518 96,730 
235,047 359,338 124,291 
-- 9,934. 9,934. 
84 15,844. 15,760 
554. 5,991 5,437 
2,100 42,046 39,946 
2,738 73,815 71,077 
— 9,355 ` 9,355 
— 25,934 25,934 
— . 35,289 35,289 
172,498 174,482 1,984 
— 1,984 7,984 
172,498 172,498 — 
14,512 23,430 8,918 
5,172 101,396 96,224 
18,819 — 18,819 
347 83,406 83,059 
— 7,500 7,500 
4,500 1,750 2,750 
23,666 92,656 68,990 
24:614. 24,614 
~~ 41,990 41,990 
77,700 17,100 
— 49,504 49,504 
453,633 1,080,485 
£626,852 
£ 
526,732 
55,055 
` 581,787 
626,852 


£45,065 


509,471 
46,847 


556,318 
552,556 


£3,762 
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SCHEDULE TO REVENUE ACCOUNT 
Analysis of expenditure and related income for the year Notes on Schedule to Revenue Account 
ended 31st December 1969 . . 
1969 1968 .1969 7968 
Expenditure £ £ l £ £ 
Salaries and related expenditure (see 1 Salaries and related expenditure 
: Note 1 Sc [567]) Ee: pee Staff salaries 306,324 250,947 
rinting and stationery , , SSES i 
Examiners, moderators, invigilators Contributions to Staff Pensions Fund 30,215 28,459 
and examination clerks ' 65,123 60303 Selective employment tax 14,117 9,057 
Grants to district and student societies 60,911 63,659 ——— —UORRF 
Advertising 32,915 36,967 £350,656 £289,463 
Accommodation for courses and con- 
ferences 37,917 34,406 
Rents 42,744. 41,512 
Postage, carriage and telephone 63,759 57,074 
Bank and loan interest 83,406 54,343 
Professional fees and expenses (see 
Note 2 on page [567]) 56,863 34,873 
Travelling and subsistence 44,799 38,103 2 Professional fees and expenses £ £ 
Grants to charities (see Note 3 on "o , 
page [567]) 7,726 15,940 Course directors’ and lecturers’ fees 14,493 70,577 
Rates 17,569 75,863 Legal fees and expenses 9,750 70,792 
Maintenance of premises 5,015 717,649 authors’ : . 
Furniture and equipment—renewals 13,932 70,041 : ai oe SERGE kasd 008 
Auditors’ fees 2,500 7,925 
Hire of halls l 13,216 73,531 Computerisation 16,682 943 
Examination desks and chairs ` 2,126 2,370 other professional fees and expenses 9,380 7,579 
Heating, lighting and housekeeping 
sundries 6,919 5,778 
Hospitality 7,609 6,548 E E 
Advertising agents' commission 8,668 7,688 
. Library books and periodicals 4,911 3,394 
Insurance 2,001 7,709 
Subscription to Union Européenne 
des Experts Comptables Econo-: 
miques et Financiers 1,279 7,349 
Bank charges 1,679 7,052 
Staff introductory fees 1,560 960 3 Grants to charities £ £ 
Miscellaneous 3,966 2,788 Chartered Accountants General Charit- 
Amount transferred from Chartered able Trust — 6,500 
Accountants Educational Founda- : ; : 
; SE D 2 
tion to Student and Examination p "uat Management Account 4.500 3.500 
Account 7,984 1,654 i : i 
Printing provision no longer required 77,100 -— Chartered Accountants’ Benevolent 
Association 3,674 3,993 
1,080,485 973,906 The Research Foundation of The Insti- 
—T — tute of Chartered Accountants in 
Related income England and Wales 2,552 7,947 
Examination fees 141,707 140,078 = 
Preliminary Certificate fees 30,207 27,923 £7,726 £15,940 
Course fees 82,742 78,290 =— 
“Accountancy'—sales and advertising 
revenue 127,144 172,926 
Other publication sales 16,239 70,971 
Associated trusts—contributions for 
administration ; 28,482 21,455 
Investment income 18,979 18,498 
Deposit interest — 4,742 
Rents receivable 4,500 : 4,500 
Miscellaneous 4,393 1,967 
453,633 427,350 
Net expenditure £626,852 £552,556 
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Stowe and Bowden | 


EMORY can play tricks and so can a filing system, but | 


the accounts of an advertising company are probably 

new ground for this column. Stowe & Bowden Holdings, 
from whose 1968-69 accounts this week's reprint is taken, 
went public in October 1963 when Gresham Trust offered 
for sale 750,000 ordinary 2s shares at 3s 44d a share. The 
shares are now a shade under 3s although the company is 
currently paying a 12 per cent dividend against the 11 per 
cent basis on which the shares were originally offered. 

Under the heading of ‘Activities’, in the directors’ 
report, the principal activity of all companies in the group 
is stated to be ‘directly concerned with advertising and 
marketing communications’. The main business is in the 
United Kingdom and ‘although some overseas advertising 
was placed on behalf of clients this was not a material 
amount in the year under review’. 
. The key company in the group is Stowe & Bowden 

(Management), formed in 1932, which owns the capital of 
operating companies which do business from offices in 
London, Manchester and Newcastle upon Tyne. Each of 
the advertising agency subsidiaries, the original prospectus 
stated, is equipped to provide ‘all requisite services and 
material necessary for initiating and handling publicity in 
all forms of media including Press, television, radio, 
cinema and posters’. With the specialist services and 
activities provided within the group, a complete national 
publicity service is offered. 


Over £4 million 


Referring again to the original prospectus, “The group 
operates over a very wide cross-section of business acting 
for many important companies, with well-known brand 
names, in both the technical and consumer fields of industry 
and commerce in the United Kingdom and overseas. The 
. largest account handled by the group in the year ended 
March 31st, 1963, accounted for not more than 14 per cent 
of the group’s turnover and the six largest accounts accoun- 
ted for approximately 37 per cent of the turnover.’ 

At the time of the share offer, the 1964-65 profits were 


forecast at not less than £85,000. Opening his statement to . 


shareholders with the 1968-69 accounts, the chairman, 
Mr Alwyn Gibson, reports that for the first time turnover 
exceeded f4 million, rising from £3,966,427 to £4,357,865 
-— an increase of ro per cent — with pre-tax profits rising 


uen 
ACCOUNTANT 


April 16th, 1970 


35 per cent to £96,374. ‘I am sure you will agree’, Mr 
Gibson says to shareholders, ‘that these figures demonstrate 
the effective measures our board has taken to increase 
profitability by containing expense levels so far as the 
economic factors outside its control permit. This is not an 
easy task as profit margins continued to be eroded by ever- 
increasing operating costs'. 


A year ago 


Taxation, the chairman said a year ago, made it difficult to 
attract and retain men of the right calibre and any further 
taxation would inevitably force the best brains to leave the 
industry. The result would be ‘catastrophic’, with unsold 
production, rising prices and stagnation in the home 
market and further curbs on free speech as newspapers 
closed through lack of advertising revenue and Britain 
deprived of one of her most effective salesmen. in world 
markets. 

These words probably involved the use of the licerice of 
that little shade of exaggeration to- which advertising men 
feel they have a right and which, it must be admitted, the 
public at large is prepared to allow them. But it is only fair 
to point out that Mr Gibson went on, last year, to say that 
despite these difficulties the board was confident that the 
fruits of plans it had made and was making for future 
development and expansion would begin to emerge in. the 
1968-69 financial year and that trading prospects were ‘very 
encouraging’. 

Last May an enlargement of the group was announced by 
an agreement to purchase the capital of the London 
advertising agency Bernard Hodgson Frost Smith Ltd. 
The consideration, it was stated, would be finally deter- 
mined by the results of an accountant’s investigation. A 
further statement was promised within the next two months. 


Not settled 


Referring to that acquisition, Mr Gibson now describes 
the new subsidiary as having a number of important 
national consumer advertising accounts, and a strong 
recruitment advertising division which will add beneficially 
to group activities. In a full year the subsidiary’s turnover 
is expected to be well above £400,000 and, with the business 
sharing many of the facilities of the group’s other London 
agencies, ‘an above average profit is expected’. Tax relief 
in respect of losses prior to acquisition will be available 
against future profits of the subsidiary. 

But the terms of the acquisition have not yet been 
settled. The directors’ report states that: “The consideration 
was to be {100 in cash and 30,000 new 2s ordinary shares 
together with such furtherenew ordinary shares as repre- 
sented the excess of tangible assets over liabilities of the 
acquired companies as at March 31st, 1969, when those 
figures had been determined.’ 

But investigation has shown that at that date the acquired 
companies had an excess of liabilities over assets. Accord- 
ingly, no consideration has passed and ‘claims on behalf of 
the group are at present being dealt with by the solicitors 
to the company’. In the group accounts under review the 
new subsidiary’s April rst-September 30th turnover of 
£215,000 and profits of £5,000 pre-tax are included. 

Commenting on this position the chairman says that, 
although he is advised that such matters can become very 
protracted, he hopes ‘that the actions which are at present 
being taken will in the course of the current year reduce the 
cost of this subsidiary to the group’. 
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AVING awaited the Budget in anguish, the stock- 
market is probably just as anxious now as it was before. 
There is no more of a pointer to General Election timing 
than ever there was and the stock-market’s problem of 


trying to weigh up the effect on industrial earnings of the ` 


current tearaway in wage and raw material costs is just as 
difficult as it was before. 

The extreme case, such as Harland & Wolff, of a com- 
pany saved from disaster by Government loans and by 
injection of new management and the temporary achieve- 
ment of labour cost sanity, brought to the brink of disaster 
again by labour troubles is the kind of case the stock-market 
is in danger of seeing as likely to become industrially general. 
It is admittedly depressing in the extreme that after years 
and years of attempts at bringing ‘the two sides of industry’ 
together, they currently seem farther apart than ever they 
were. 

Against such evidence, it is not surprising that the stock- 
market reflects a major degree of doubt and uncertainty. 


* * Eo * 


HANGES suggested by Lord Cromer's working party 
set up in November 1968 to consider the efficiency and 
profitability of Lloyd's have created considerable interest 
in the insurance market. Tt is particularly interesting that, 
under conditions of intense inflation and the reduction of 
currency purchasing power, the “means test’ requirement 
for Lloyd’s membership is recommended to be reduced 
from £75,000 to £50,000 in the case of British members 
and from {100,000 to £75,000 in the case of foreigners. 
Further than that, a member with a minimum deposit 
of £15,000 should, it is recommended, be able to write 
insurance business worth {100,000 as against the current 
£72,000. These moves, coupled with a new simplified 
deposit scheme, are estimated to add up to {100 million to 
Lloyd’s capacity of a current £600 million of business. 


The extremely controversial suggestion that companies 
should be eligible for underwriting membership has 
apparently shaken the Committee of Lloyd's more than 
somewhat. 

But it would seem that Lloyd's is in need of outside 
capital just as the Stock Exchange is. The number of out- 
side capital operations agreed for leading Stock Exchange 
firms has, so far, been small. But it is accepted that the 
number will grow quite strongly over the next few years. 


ENERAL ACCIDEN'T'S 1969 loss of £9:6 million 

on its general account underwriting was four and a half 
times the 1968 loss. Although the loss was cushioned by 
better performance elsewhere in the group, General 
Accident's final net earnings were down from £7-6 million 
to £3:6 million, with the maintained 15 a share dividend 
uncovered. : 

General Accident is a major motor insurer and the 
general account loss is largely a result of poor motor under- 
writing experience. The pattern is the familiar one of 
inadequate premiums because of insurance competition, 
but rising costs of claims. 

Inevitably, motor insurance rates will have to be put up 
again and, within the company, the possibility is being 
debated that an annual ro per cent rise in motor insurance 
premium rates may have to be automatically imposed. This 
will be a year's minimum increase. 


3 Ku * Kä 


HE Trade Indemnity company reports a record number 

of bad debts and business failures in the first quarter of 
this year. The cases experienced by Trade Indemnity’s 
policy-holders totalled 1,039. During the quarter, policy- 
holders had passed a record £1,244,431 of overdue accounts 
for collection. 


RATES AND PRICES 


Closing prices, Tuesday, April 14th, 1970 


Tax Reserve Certificates: (25.2.70) Companies 54%; 
3% surrendered for cash; Personal 4% 


Bank Rate 
Oct. 19, 1967 .. . 6% Sept. 19, 1968 seo ^ 
Nov. 9, 1967 .. .. 68% Feb. 27, 1969 .. 8% 
Nov. 18, 1967 .. .. 8% March 5, 1970 71% 
March 21, 1968. 74% Apr. 15 1970 .. ie 295 
Treasury Bills 
Feb. 6 .. £7 115 368d% Mar. 13 .. £7 6s 1°564% 
Feb. 13 .. £7 1285 3°45d% | Mar.20 .. £7 5s 2:22d% 
Feb. 20 .. £7 12s 2:09d94 Mar. 26 .. {£7 3s 662d% 
Feb. 27 .. £7 r1510°43d% Apr. 3 .. £7 35 s'22d% 
Mar. 6 .. £7 6s 6:99d% Apr. 10 .. £7 1510°93d% 
Money Rates 
Day to day sił% Bank Bills 
7 days - 51-7196 2 months 81-855, 
Fine Trade Bills 3 months 84-88% 
3 months 91-919, 4 months .. 81-8194 
4 months 901-9195 6 months 81-994 
6 months 91-9195 


Foreign Exchanges 
New York.. 2:4062 Frankfurt 8-7610 
Montreal 2:5821 Milan 1513'45 
Amsterdam 8:7395 Oslo 17:1820 
Brussels 11954. Paris I3'3130 
Copenhagen 18:0575 Zürich 10'3470 
Gilt-edged 

Consols 4% e. 465 Funding 6% 1993 73 Fs 
Consols 28% -—— Savings 3% 60-70 983: 
Conversion 34% e. 40i Savings 395 65—75 821i 
Conversion 5% 1971  .. 973 Treasury 64% 1976 .. 93% 
Conversion 5195 1974 .. 9o]$ Treasury 34% 77-80 .. 684 
Conversion 6% 1972 .. 9648 Treasury 32% 79-81 .. 66% 
Funding 34% 99-04 .. 47% Treasury 5% 86-89 .. 65i 
Funding 4% 60-90 .. 96% Treasury 54% o8-12 .. 65% 
Funding s4% 78-80 .. 288 Treasury 24% .. .. 28% 
Funding 5$% 82-84 .. 764 Victory 4% .. 95% 
Funding 52% 87-91: . 714 War Loan 34% . 4116 
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BOOK REVIEWS 


Accounting Principles and the City Code 


The Case for Reform 


by Professor EDWARD STAMP and CHRISTOPHER MARLEY. 


Butterworths, £2 55. 


WO zealous reformers, one the Professor of Accounting and Business Method in the University of Edinburgh, 

the other, Financial Editor of The Times, join together in championing the cause of investors (particularly small 
investors) by turning the spotlight upon those twin pillars of the British financial establishment — the City and the 
accountancy profession. 

Recent events, they believe, show that the needs of investors are not being adequately served at the present time. The 
gravamen of their case is that whilst the problems are widely recognized, their true nature has not been properly analysed 
and diagnosed and, accordingly, no one has yet developed — ——— ———— ————— ————— C —. 
a comprehensive plan for their solution. Together, the two 
authors make such an attempt in this book. The first part 
written by Christopher Marley traces the gradual develop- 
ment of the present City Code and T'ake-over Panel, 
starting from the free and easy days of the post-war equity 
boom of the early 1950s and ending with the 1969 version 
of the City Code and the T'ake-over Panel's handling of the 
Pergamon Press-Leasco affair. 

In between, we are reminded of the several notable 
take-over struggles which led first to the ‘Notes on Amal- 
gamations of British Businesses’ then, later, to a revised 
version of that general guide to the principles and practices 
which should be followed in bid situations. This, in turn, 
was followed by the first City Code in 1968, backed up by a 
Take-over Panel before both, too, were overtaken by 
events. ` 

According to Mr Marley, the history of take-over Office Procedures and Management 

regulation has shown that the City and its satellite pro- by Marx Symes. 
fessions have conspicuously failed to initiate the necessary l 
changes or to exercise the required supervision. But after William Heinemann Ltd, 65s. 
a series of false starts, the 1969 version of the City Code This book has been commissioned by the publishers as part 
does seem to have closed most of the loopholes, while the of their accountancy and administration series to meet the 
advisory role of the Take-over Panel has been influential specific needs of the office manager, an area which has 
in the background. perhaps been somewhat neglected. 

The second part of the book, written by Professor The problem inherent in any book of this type is that it 
Stamp, deals with accounting principles and their de- can quickly become dated. The illustrations of office ma- 
ficiencies, and suggests a prografnme for reform. chines have in any case a Victorian air even when they are, 

Here, the author lets fly at the proliferation of new rules in fact, quite up to date. Perhaps this is because the art of 
and procedures — “The stone age weapons of conservatism, reproducing these pictures still follows the same process as 
historical cost and consistency were scarcely adequate to in those long-remembered books of one’s youth. Cer- 
deal with the situation that has developed since World tainly it is unfair on a good text, and perhaps a separate 
War II. Accountants, particularly British accountants, have section containing higher- quality photographs would 
adapted to the changing circumstances by adopting the help project a more modern image. 
pragmatic approach of manufacturing new rules as they This is a substantial book. After an introductory look at 
seemed required to meet new circumstances. the philosophy of the office as an activity in support 

Even so, the important role played by intellectuals and of management, a number of aspects and types 
academics in the development of the profession in America, of equipment are well described and annotated. The 
seems to have produced no better results there, judzing by third part of the book deals with clerical functions such as 
the teething troubles which beset the American Institute's those concerning cash and stock control and management 
research programme in its first ten years of life under the information. Then there are, respectively: environment, 
Accounting Principles Board. personnel, control and planning, and reports and com- 

Accepting that most, if not all, intelligent accountants mittees. The sections dealing with clerical functions and 


agree that there are measurement problems of great im- 
portance and complexity to be solved, the question arises — 
who should solve them? 

Professor Stamp rejects the idea of leaving the job to 
Parliament or a British SEC; he casts doubt on the ability 
of management to cope with the task, and plumps squarely 
for the profession putting its own house in order. The 
recent Statement of Intent on Accounting Standards in the 
1970s emphatically proclaims: the English Institute's 
readiness to accept the challenge. 

The book makes a convincing plea for principles based 
upon fact-finding research — with the promise of assistance 
from the academic community. 
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reports and committee procedure are of very. general 
application and interest. 

All in all, this is both a thorough and workmanlike book 
and well capable of fulfilling its intended function; all the 
more reason for regretting that the text could not have been 
laid out more interestingly and decked out with rather more 
lively illustrations, 


Increasing Productivity in Printing 
Jobbing Factories by Work Standards 
by GORDON EDWARDS, F.C.W.A., J.DIP.M.A., F.C.C.S. 
Gee & Co, paperback, 155. 


‘With so many advanced works available on standard 
costing, work study, production control and other dis- 
ciplines, it is refreshing to find such a clear and readable 
work dedicated to the jobbing printer. The printing industry 


was one of the first to develop a uniform costing system 


based on a total costing concept, and many of the larger 
companies have added the ‘benefits arising from the use of 
work standards. What Gordon Edwards has done is to close 
a gap in the available reading by devoting his attention 
to the smaller printers, who in numbers comprise the major 
part of the industry. | 

Based on practical experience in a print shop, the 
author starts by explaining the use of work standards, and 
how they are derived. This is followed by demonstrating 
their practical applications in improved estimating, cost 
and production control, operator performance, and 
management information. The author has included several 
forms and charts showing how a system of standards can be 
applied. 

Throughout the book the reader will be impressed with 
the author’s-sense of purpose in keeping to the task of 
improving business performance. He has resisted the 
temptation to complicate his book with sophisticated 
systems and theories, and has not hesitated to warn printers 
against the misuse of marginal costing. Whilst emphasizing 
the need to separate variable and fixed costs to establish 
the contribution from each order, he stresses the dangers of 
_ selling below total cost. 

This is without doubt a book which should enjoy a 
wide circulation amongst business proprietors, managers 
and management trainees. 


Organization and Manpower Planning 
Second edition, by GORDON MCBEATH. 


Business Books, 65s. 


The first edition of this book, which is by the Group 
personnel manager of Bestobell Limited, was published 
three years ago. In the field of manpower planning, however, 
there have been a number of recent developments, par- 
ticularly in the application of statistical techniques and 
elementary econometric models, and these have been 
incorporated into this edition. 

The keynote of the book is the need for effective planning. 
From the framework of long-term strategic planning is 
derived the more detailed current tactical plan for managing 
the company. Both plans draw heavily on manpower, and 
proper manpower planning is essential to their success. The 
author goes into great detail in assessing the manpower- 
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market supply situation, the selection of the right individuals 
and their subsequent training and development. 

Career planning and salary planning are also dealt with 
in depth. Considerable use is made in this section of graphs, 
which show, for example, sequences of salary ranges for 
grades, scattergraphs of technical supervisors’ and ac- 
countants' salaries, distribution of graduates by grade, and 
distribution of all salary grades by age. 

Personnel records are then discussed and comprehensive 
illustrations of suitable cards to use in practice are given. 
Throughout the book the emphasis is on practicality and 
use rather than on theory. | 

The second and shorter part of the book consists of a 
series of three appendices on organization, Job information 
and grading and the organization of the planning function. 
Here, too, the emphasis is on helpful information. 

Including the index, the book runs to some 260 pages. It 
should prove to be a useful vade-mecum for the practising 
personnel manager. 


National Income and Social Accounts 
Eleventh edition, by R. I. DOWNING. 
Melbourne University Press. 


This brief account of the Australian economy illustrated 
by the Commonwealth Government’s White Papers on 
national income and expenditure will be useful to anyone 
who is concerned either with an understanding of the use- 
fulness of national income accounting or wishes to know 
something about the Australian economy. Its value and 
popularity is reflected in the fact that this is the eleventh 
edition. It can be recommended to any student of eco- 
nomics. 


Ranking and Spicer’s Company Law 


Eleventh edition, by R. E. G. PERRINS, F.C.A,, 
A. JEFFREYS. 


HFL, 4os. 


The series of textbooks associated with the names of 
Ranking, Spicer and Pegler has been confidently recom- 
mended to students for more than half a century, and the 
present edition of a work which first appeared in 1909 is 
no exception. As an artificial creation of the legislature, the 
limited company relies for its existence and capacity upon 
statute law, and the present editors have done well to 
include the amendments Wrought by the Companies Act 
1967 within the compass of 405 pages; though, to be sure, 
one wonders whether a further small economy might not be 
effected at the expense of the ‘Table of Fees’ (Schedule 3 
of the 1967 Act) which is reproduced zm extenso on pages 
27 and 28. | 

One notable excellence of the ‘R, S and P’ series has 
been the clarity of its type faces and layout. It is only 
against this established standard that one ventures to 
question the use of several different types, often on the 


and 


e same page — bold type, small capitals, italics — for varieties 


of side headings. There are also a few printers’ errors, as 
for instance on pages 16 and 45. 

This is a book which it is difficult to fault on any point of 
substance, although it is debatable whether the instances 
quoted (in the first chapter) of "lifting the veil of incorpora- 


; THE | 
April 16th, 1970 ° -> | ACCOUNTANT 


H. FOULKS LYNCH 
AND COMPANY LIMITED. 
LONDON ECI 


ANOTHER STEP FORWARD 


We have recently taken a number of steps designed to improve our already com- 
prehensive service, and these have included the introduction of evening-class 
tuition, and the extension of the hours each day during which our administration 
is available (now 9 a.m. to 6 p.m.) after which our telephone answering service will 


record incoming messages. 


We now have pleasure in announcing that 
CAPTAIN TERENCE STOPFORD, B.N.(RETD) 

has joined us in the capacity of INFORMATION AND LIAISON OFFICER, 
and we invite staff partners, staff and training managers, and officers of Students’ 
Societies to communicate with him at our Chiswell Street Office regarding any 
matters that they may wish to raise in connection with the services which we 
provide. This appointment is a further step towards improved communications 
between the company and those directly interested in the training and education 


of our students. 
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A STOCK EXCHANGE 
QUOTATION IN THE 70's 


As merchant bankers, Singer & Friedlander have considerable 
experience and judgement in both private and public company 
| matters, especially in assisting private businesses in 
‘becoming public companies, and of the detail and 
advisability of proceeding on such a course. 














Aided by their provincial operations and their 

wide industrial contacts Singer & Friedlander 
have developed a particular knowledge of the 

problems of the private company and of its 
shareholders. They are able to provide a 
realistic and up-to-date opinion of the 
market value of private companies. 


trust to 
luck... 


consult us 






To ensure the best outcome of a com- 

pany flotation it is desirable to plan in 
advance and to associate with financial 
experts who will assist and advise not only 
onthe flotation butinthe periods afterwards 
facilitating post-issue sources of finance 
.and future expansion as a public company, 
whether it be by internal growth or by external 
acquisition. | 







i If you intend to obtain a Stock Exchange quotation 

in the 1970's do not rely on good fortune to see you 

^ through; Geen and BEES private companies may severely handicap their 
flotation prospects. 


Directors of companies, or their advisors, who are considering flotation within a period 
| of three months to three years are therefore invited to contact Singer & Friedlander. 


| All enquiries are treated in absolute confidence and noefees are payable unless a . 
transaction is agreed upon and completed. Please contact any of the directors shown 
below, at whatever office is most convenient to you. 


SINGER . FRIEDLANDER 


LIMITED 
A. N. Solomons, Managing Director, 20 Cannon Street, London E.C.4. STD 01-248 9646 
M. C. Stoddart, Managing Director, 123 Hagley Road, Birmingham 16. STD 021-454 2247 
B. H. Buckley, Managing Director, Westminster House, Park Row, Leeds LS1 5BQ STD 050 2-38073 
L. A. Coppel, Local Director, 38 Bridlesmith Gate, Nottingham NG1 2GQ. STD 060 2-51376 
A. G. O. 2o Local Director, 14 St. Vincent Place, Glasgow C.1. STD 041-221 9996 
SINGER & FRIEDLANDER AG F. Shama, General Manager, Am Schanzengraben 23, Zurich 2. 
STD 010- 41-51 -443677 
SINGER & FRIEDLANDER (MALTA) LTD. 254 Kingsway, Valletta, Malta Tel: Malta 20621 
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tion' do really represent inroads upon the cardinal principle 
of separate corporate personality. There will be not a few 
accountants and company secretaries who, after using 
‘Ranking and Spicer’ as an aid to qualification, will wish to 
keep it on their shelves as a work of reference. 


RECENT PUBLICATIONS 


Excise ‘TAXATION OF MoNoPoLy, by N. Shilling. xvi+ 254 
pp. 9X6. Columbia University Press, gos. 

FINANCE FOR THE NON-ACCOUNTANT, by L. E. Rockley, 
B.COM., A.LM.T.A. Xid-255 pp. 8$X 5$. Business Books, 
70S. 

COMPUTERS AT Work, by Rolf Lohberg and Theo Lutz. 
192 pp. 8X 54. Oak Tree Press, 305. 
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COMPUTER LANGUAGES: A PRACTICAL GUIDE TO THE CHIEF 
PROGRAMMING LANGUAGES, by Peter C. Sanderson. 
vili+200 pp. 9X6. Newnes-Butterworths, 555. 

FINANCING OF INDUSTRY AND TRADE, by D. J. Darby. 
x--251 pp. 84x 54. Pitman paperback, 16s. 

MANAGING THE INTRODUCTION OF COMPUTER SYSTEMS, by 
Roger Tomlin. ix+186 pp. 8$ x 5$. McGraw-Hill, 60s. 
BOLTON’s APPORTIONMENT TABLES, Decimal edition. 10 X 6. 

Stevens, £2. 

THE DEVELOPMENT OF FARM BUSINESS ANALYSIS AND 
PLANNING IN BRITAIN, by D. H. Lloyd, study No. 6. 
153 pp. 9X 63. University of Reading, spiral bound loose 
leaf, 20s. 


These books may be obtained from, or through, Gee & Co 
(Publishers) Ltd, The City Library, 151 Strand, London WC2a. 


Finance and Development of 


Private Industry 


Three-day Conference at Nottingham 


HE three-day conference at Nottingham University on 

‘The finance and development of private industry’ last 
week, must have gratified its sponsors the Midland Bank 
Ltd and Samuel Montagu & Co Ltd, both by reason of a 
good attendance.and the interest shown by delegates in 
the talks by speakers eminent in their own fields. This 
was the first conference of its kind organized by Midland 
and its associate and it is to be hoped it will not be the last. 
The arrangements were excellent. 

Sir Alec Cairncross, Master of St Peter’s College, Oxford, 
dealt with “Growth in private industry and the management 
of the economy’. He said that since the war there had been 
increasing interest in growth because everyone was inter- 
ested in the fruits of growth; but growth in Britain was still 
1 per cent behind that of continental countries, and there 
was a tendency to take it for granted and argue about it 
before it had been achieved. It required effort at all levels 
and rewards for the risks of expansion. 

Government and industry looked at growth from 
different angles. Governments were concerned with the 
balance of payments, economic stability, regional balance, 
the balance between different industries and social security. 
Industry was resentful of taxation and controls, but 
depended upon Government for promoting a climate in 
which industry could be carried on. The degree to which 
private industry was controlled had increased considerably 
of late, Government taking some 50 per cent of profits and 
industry keeping less and less. The more central control 
there was, the more difficult it was for individual firms to be 
enterprising. 


Three growth requisites 


The three main requisites of growth were market 
expansion, adequate finance and technological development 
which was better than that of competitors. Finding finance 
was not as difficult as finding a market, but it was technical 


development which really called the tune: finance would 
follow. In times past, possibilities of rapid growth were 
offered by opening up countries like Australia; now high 
productivity was the only possible solution. Government 
paid for some two-thirds of research and development but, 
with exceptions, research undertaken by Government 
departments could not adapt itself to commercial circum- 
stances and better results were achieved if research was 
conducted alongside commercial activity. 

In solving problems the Government often raised other 
problems like inflation and higher prices; but the Govern- 
ment could try to ensure that the market was stable and 
through the Industrial Reorganization Corporation could 
assist sectors which were too weak to engage in active 
innovation. But a small company on its toes often picked 
up a new development, like the transistor, and found a 
market for it; and often the diverse incentive of small 
firms produced better results and made more rapid pro- 
gress than the public sector. 


Budgets a better weapon 


There was no escape from the facts of life of a mixed 
economy. Whatever form Government intervention took, 
everyone was affected sooner or later. There was no justi- 
fication for capricious Government intervention: economic 
progress did not derive from Government control. Budgets 
were a better weapon than arbitrary, casual, unpremeditated 
intervention. Control became progressively less beneficial 
the more it was centralized, and beyond a certain point 
centralization was unproductive. 

"Management objectives and planning,' was the subject 
of a talk by Mr Hugh Parker, of McKinsey & Co, manage- 
ment consultants. He said that a company's basic objective 
must be to survive in a competitive environment. ‘There 
should be a basic strategy by which a company hoped to 
achieve minimum results and an effective system of profit- 
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finding control in each section of the business. Object 
setting and corporate planning was not a once-for-all 
process. It must take into account known facts, future 
estimates, all alternative strategies and be continuous. 
Moreover, it must be passed down the line. Thought 
without action was a disease. 

The planning and control process was often lacking. 
There should be a thorough examination of the economics 
of each business in which a company was engaged, special 
attention being paid to trends in the operational environ- 
ment, market share, growth, the strength or weakness of 
each business, specific targets for each business and 
remedies for weakness or unprofitability. An action pro- 
gramme should be developed for implementing each 
objective down to the individual so that everyone knew 
what was to be done, who was going to do it and the time 
within which it was to be done. There should be individual 
responsibility. 

Next there should be a periodical examination of the 
results to date with the agreed plan, say, a quarterly con- 
frontation between divisional management and corporate 
management, followed by revised plans and action pro- 
grammes and an annual review of corporate plans and 
strategies. 


Selection 


"Ihe commercial development of technological achieve- 
ment,’ was Mr A. de Vitry's subject. In his opinion, 16 per 
cent of future profits would come from products which did 
not exist today. Eight per cent of innovations never reached 
the market place and the task was to select the innovations 
which had enough strength to be marketable. 'T'his entailed 
long-term planning, not only in the field of design but in 
the examination of human habits. Extreme speed was 
necessary to bring a new product to market; and in the 
United States very much more money was spent on bringing 
a product to market than on research. 

Speaking on ‘Working capital’, Mr H. R. Gamble, regional 
director of the Midland Bank, said a branch manager of a 
bank, if satisfied with the facts supporting an application 
for a loan, would want to know the source from which 
the loan was to be repaid and would want to see the balance 
Sheet and interim accounts. Only then would he turn his 
attention to security for the loan. The last thing a banker 
wanted to do was to realize security. Bank advances 
were the cheapest way of borrowing money. Mr Gamble 
explained by way of illustrations how a banker looked 
at a balance sheet and his particular interest in work- 
ing capital, which was the net surplus employed in 
short-term operations after providing fixed assets. Bank 
loans were granted preferably to increase current assets. 

Professor G. S. A. Wheatcroft, speaking on "Taxation and 
succession problems in private industry', said that if a 
small business did not plan to meet its taxes it would cease 
to survive. It must keep this plan under constant review. 
There was sure to be liability to estate duty in excess of 
free assets if a business grew. The proceeds of insurance 
policies should be paid to heirs, not to the deceased. 
Shares should be spread around members of the family and 
dividends kept as low as possible. Discretionary trusts 
could still minimize estate duty to some extent. 

It was inadvisable (so far as avoidable) to have assets in 
a company which was growing rapidly, so that there was 
double tax on the capital gains — once through the company 
and again when the shares were sold. Since 1965, inflation 
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had been working against everyone, even though the true 
value of assets was the same. This was equal to a 1 per cent 
wealth tax. Britain was out of line with other countries 
in having top rates of income tax and surtax exceeding 
75 per cent. Excessive rates could only survive through 
loopholes and a top rate of 65 per cent would discourage 
tax avoidance. There was a point where it paid to stop 
paying directors’ remuneration and proper pension ar- 
rangements made it easier to pay estate duty. He gave some 
advice, including the employment of a ‘pessimistic Scottish 
accountant’ on how to ward off a ‘shortfall’ assessment, and 
thought that every such assessment should be appealed. 

Mr C. R. Gould, also of the Midland Bank, spoke on 
‘Computers in management. He traced the history of 
computers, their initial faults, the overcoming of these faults 
and the prospect over the next ten years of sales rising from 
£640 million to £2,180 million. He explained the different 
types of computers, their respective uses, and the alternatives 
of outright purchase, leasing, and the use of a computer 
service. À purchased computer, he said, must satisfy the 
needs of a company during the period it was being written 
down. 

Mr D. Bucks, of Midland Montagu Industrial Finance 
Ltd, spoke on ‘Venture capital and medium-term finance’. A 
businessman giving away part of his business by accepting 
venture capital from outside was taking a very major step, 
but it could be beneficial to existing shareholders by achiev- 
ing an objective in, say, three to five years against seven 
years. Venture capital could sometimes be obtained where 
there was no product and no production facilities, but only 
ideas and people experienced in a particular area. Often it 
accelerated a company earning, say, £30,000 to £40,000 a 
year, along the road to a public quotation. Very few institu- 
tions interfered in managemient, but they offered advice in 
large quantities, and few companies did not benefit from 
outside advice. The average percentage of the equity 
purchased by a finance institution was 15 to 25 per cent, 
which could be repurchased by the original owner later on, 
if he wished. 


Mergers = 


Mr Kenneth Fleet, City Editor of The Daily Telegraph, 
had some trenchant things to say about mergers and 
diversification. He said take-over activity had become the 
badge of dynamism and a lot of people were anxious to have 
the badge for its own sake. There was a danger that the 
‘merger mania’ would swallow up independent medium- 
sized firms. Size was no guarantee of efficiency and there 
was evidence that medium-sized companies were often 
more efficient that the giants ‘some of which were sleeping’. 
Recently issued Board of Trade figures showed that the 
value of take-overs in Britain in 1969 was {£1,106 million, 
which was reflected in a sharp fall in the number of com- 
panies with liquid assets of up to £500,000. Assisting 
mergers and take-overs was ‘the whole apparatus of financial 
institutions with their great depositories of technical skills’. 

Mr J. M. G. Andrews, of Samuel Montagu, explained the 
technicalities of public flotation and capital markets. The 
issuing house had one thing to sell — its reputation. Some 
companies tended to float too soon, but others could float 
with only a four-year record. Any profit forecast made in a 
prospectus should be exceeded. He explained the ‘offer for 
sale’, the ‘tender’, the ‘placing’ and the ‘introduction’. 
The limiting factor in business was not money but the right 
people. 


`. Sharp, T.D., 


April 16th, 1920 
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Special and Ordinary Meetings of the Council 


At special and ordinary meetings of | 


the Council held on Wednesday, 
April 8th, 1970, there were present: 


Mr R. G. Leach, Gong, President, in the 
Chair; Mr Croxton- Smith, Deputy- 
President; Messrs J. F. Allan, J. A. Allen, 
G. R. Appleyard, B. D. Barton, Sir Henry 
Benson, C.B.&, Messrs D. A. Boothman, 
N. Charlton, L. H. Clark, R.. W. Cox, W. G. 
Densem, S. Dixon, P. H. Dobson, S. M. 
Duncan, J. V. Eastwood, Professor H. C. 


Edey, Messrs S. Edgcumbe, W. W. Fea, 


R. W. Foad, C.B.E., Ze J. Frary, J. P. Grenside, 


R. F. Griffiths, S. R. Harding, W. Hare, 
. J. S. Heaton, J. A E aom e W. John, C.B.E., 
R. Si A. Keel, H . Kirton, T.D., > Kitchen, 
TLF Knight, B. A. Maynard, W.R . McBrien, 


E. C. Meade, W. G. Mediam, D. S. Morpeth, 
T.D., W. Bertram Nelson, c.B.8., E. J. Newman, 
F. E. Price, C.B.E.,, D. G. Richards, D. W. 
Robertson, J. D. Russell, E. C. Sayers, K. J. 
R. G. Slack, P ak G. Smith, R 
Taylor, A. G. Thomas, D. N. Walton, ge S. 
Watson, J. Whitehead, R. G. Wilkes, 0.B.E., T.D., 
T. C. Montgomery Williams, E. K. Wright. 


Auditors' Reports on 
Insurance Companies 


The Council approved a guidance 
statement ‘Auditors’ Reports Under 
the Insurance Companies Act 1958 
and the Insurance Companies (Ac- 
. counts and Forms) Regulations 1968’ 
for publication in the professional 
press, [See page 555 of this issue. ] 


Examination Ouestion Papers — 
Decimal Currency 


The Council approved the E 
statement for publication: 

The Examination Committee wishes 
it to be known that, commencing with 
the March 1971 Intermediate exami- 
nation, all sums of money as they 
occur in the various examination 
papers of the Institute will be expressed 
in decimal currency only and all 
answers submitted by candidates must 
be in decimal currency. 


Registration of Articles 


‘The Secretary reported the registra- 
tion of 194 articles of clerkship during 
February 1970, the total number for 
the year ended February 28th, 1970, 
.being 4,261. Comparative figures for 
1969 were 160 and 4,000. 


Admissions to Membership 


The Council granted 924 applications 
for admission to membership of the 
Institute. The names will appear in 
next week's issue. 


Fellowship 


The Council granted applications 
from 15 associates to become fellows 
under clause 6 of the supplemental 
Royal Charter. 


Incorporated Accountant 
Member becoming a 
Chartered Accountant 


The Council granted an application 
from the following incorporated ac- 
countant member to become a char- 
tered accountant under by-law 129: 


Fleming, Percy, M.B.E., F.C.A., 52 Briar Gate, 
Long Eaton, near Notting 


Members commencing to 
Practise 


The Council received notice that the 
following members had commenced to 
practise: 


Adams, John Trevor, A.C.A., 21964; Josolyne, 
Miles & Cassleton Elliott, 1 George Street 
^ West, Luton, Beds. 

Andrews, David Hugh, A.C.A., 41969; Richard 
Place & Co, 128A High Street, Edenbridge, 
Kent. 

Atkins, William Giles, M.A., A.C.A. , a1965; 
Nevill, Hovey & Co, Austin House, ro 
Derry's Cross, Plymouth, Devon PL: 287. 


Barker, Randulph Boyd, B.A., F.C.A., a1942; 


Avebury Chambers, 6A St Peter Street, 
Winchester, Hants. 


a Indicates the year of admission to the 
Institute. 


aS Indicates the year of admission to The 
Society of Incorporated Accountants. 
H means ‘Member in Practice’. 


Firms not marked T or * are composed wholly | 


of ,chartered accountant members of. the 
Institute. 


i the name of a firm indicates that the 
though not wholly composed of members 
of the Institute, is composed wholly of char- 
tered accountants wh$ are members of one or 
another of the three Institutes of chartered 
accountants in Great Britain and Ireland. 

* Against the name of a firm indicates that the 
firm is not wholly composed of members of one 
or another of the three Institutes of chartered 
accountants in Great Britain and Ireland. 


“Grantham, Anthony Barrie, 


Brody, Michael Howard, B.SC.(ECON.), A.C.A., 
419093 31 Hillcrest Avenue, Edgware, 
ddx. 


Bull, Michael Edmund, A.C.A., a1969; L. E. 
Bull & Co, Greystone House, Hig ' Street, 
Devizes, Wilts. 


Clarke, David, A.C.A., 21968; Hilditch & Young, 
Barclays Bank Buildings, 44 Old Hal 
Street, Liverpool L3 9PP 

Cooper, David Charles Gamble, A.C.A., a1969; ` 
East Anglia House, 60A ‘Thorpe Road, 
Norwich, Norfolk 

Dodge, Michael Joha; A.C.A., a1961; Gibbons 
& Mitchell, 7/8 Wellington Square, Hastings, 
Sussex. 

Eckhardt, David, a.c.a., a1968; Hart & Co, 
Torrington House, Sii High Road, Finchley, 
London N12. 

Evans, Peter Clive, B.A., A.C.A., 21968; Jones, ' 
Avens, Worley '& Piper, 7 East Pallant, 
Chichester, Sussex. 


Gentle, Brian Raymond, A.C.A., a1965; Hillier, 
Hopkins & Co, 79 arlowes, Hemel 
Hempstead, Herts. 

Ghalanos, Panos Christou, B.SC.(ECON.), A.C.A., 
a1966; "Lakoufis, Toannou & Co, 1 Costakis 
Pantelides Avenue, PO Box 1381, Nicosia, 


Cyp 

Gillett, | David John, A.C.A., a1961; *Webb & 
Gillett, 501 National "Mutual Building, 
Church Square, PO Box 1548, Cape Town, 
South Africa. 

F.C.A., G1956; 
Nevill, Hovey & Co, Austin House, ro 
Derry’s Cross, Plymouth, Devon PL: 2SJ. 

Graves, Rodney Michael, M.A., A.GA., argosi 
Disk gu Fabian, Derbyshire & Co, Le 

ouse, London Wall, London ECa. 

Greatorex, Raymond Edward, A.C.A., 41965; 
Sydenham, Snowden, Nicholson & Co, 
27 Martin Lane, Cannon Street, London 


EC4. 

Gulliver, Ronald, A.C.A., 41963; P. A. Thomas 
& Co, 37 Duke ‘Street, "London WiM 6DQ. 
Hassan, Saeed-Ul, A.C.A., @1965; “Hassan, 
Rehman & Co, 44 Warris Road, Lahore, 

West Pakistan. 

Heckscher, Albert Richard, B.sc.(ECON.), A.C.A., 
a1962; Harold Everett, Wreford & Co, 
Harford our ae I5 Great Portland Street, 
London WiN 6 

Higgs, Alan B AA . a1967; Stringer, 
Higgs & Co, 67 Moorgate, London EC2. 

Hinwood, Colin Bertram, A.C.A., a1969; 16 
Hilda Road, Parkstone, Poole BHr2 2HW, 
Dorset. 

Hoyle, Rupert Felix, A.C.A. SR * Deloitte, 
Plender, Griffiths, & Co, PO Box 
627, Gwelo, Rhodesía. 

Hunter, Francis Trevor, F.C.A., J.DIP.M.A., 
ar932; *Robson, Morrow & Co, St Alphage 
House, 2 Fore Street, London EC2. 

Jennings, David Heron, A.C.A., ar968; 67 
Chalkpit Lane, Dorking, Surrey. 

Khan, Athar Ulla, a.c.a., a1969; Athar Khan 
& Co, 104 Gloucester, Road, London SW". 

King, Gordon Anthony, _ A.C.A., docs, 

Kimberley Morrison, Moore & 
Midland Bank Chambers, 47 Temple Row, 
Birmingham 2. 

Lacey, Peter William, A.C.A., a1969; 31 Bowen 

Court, Belle Walk, Moseley, Birmingham 13. 
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Leitáo, Eduardo Francisco Felipe Read, E 5 ° 
A.C.A., arg63; TÀrthur Young & Co o, 
Artilharia Um, 104-1E, Lisbon 1, aede 

Lisle, ‘Thomas William, F.C.4., a1950; Spencer, 
Thomas & Lisle, District Bank Chambers, 
George Square, Halifax, Yorks. 


Mackenzie, Roy Michael, A.C.A. 21968; 
Howlett Jones, Higgins & Co, 73 Lewisham 
High Street, Lewisham, London SEx3. 

Madders, (Miss) Rosemary Margaret, B.A. 
(ECON.), A.C.A., 41966; Pannell Fitzpatrick 

Co, 6 South Quay, Great Yarmouth, 
Norfolk. 

Makin, Brian Peter, A.C.A., 41968; Beresford 
Lye & Co, Queen's House, Folkestone, Kent. 

Mallik, Prabhat Kumar, A.C.A., a1965; P. K. 
Mallik & Co, 26 Strand Road, Calcutta 1, 
India. 

May, Gayling Richard, A.C.A., a1965; Dunstan 
Adams, May & Story, PO Box 1500, 
Nairobi, Kenya, East Africa. 

Moss, Herbert Samuel, F.c.a., a1951; 9 Fern- 
hill, Oxshott, Leatherhead, Surrey. 

Nuttall, Geoffrey Ellis, F.c.a., 41958; F. 
Wheatley Knowles & Co, Victoria Buildings, 
Victoria Square,  Cleveleys, Blackpool 
FYs 1AZ 

Oakes, Anthony Clarke, A.C.A., 21964; Stanley 
King & Co, 59 Russeli Square, London 
WCr. 

Patel, Narendra Natwarlal, A.C.A., a1965; 2E 
Carlisle Place, London SW1. 

Payne, Colin Edward Henry, A.C.A., @1967; 
Thompson, Levett & Co, Carlisle House, 
8 Southampton Row, London WC1. 

Payne, Derek, A.C.A., 81962; Charles Harrison 
& Son, Central Chambers, Unicorn Hill, 
Redditch, Worcs. 

Peters, Myles Anthony, F.C.A, a1957; 37 
Druid Hill, Stoke Bishop, Bristol BS9 y EH. 

Picksley, Brian Patrick, A.C.A., ar964; J. S. 
Streets & Co, Tower House, Lucy Street, 
Lincoln. 

Proffit, Philip Tony, F.c.a., 41959; J. Howard 
Worth & Co, "Ihe Heysoms’ 163 Chester 
Road, Northwich, Cheshire. 

Ramsbottom, Roy Frederic, A.C.A., a1968; 
Murray, Smith & Co, Bridge House, London 
Road, Northwich, Cheshire. 

Rehman, Jameel Ur, a.c.a., a1967; *Hassan, 
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Rehman & Co, 44 Warris Road, Lahore, 
West Pakistan. 

Ricketts, Michael Godfrey, A.C.A., a1966; 
Metherell Gard & Co, 34 Torrington Place, 
North Road, Plymouth PL4 6AS. 

Riding, David Stanley, a.c.a., 81969; 6 Fern- 
hurst Avenue, Blackpool, Lancs. 

Robinson, William Charles Frederick, A.C.A., 
a1968; Rushton Osborne & Co, Bank 
Chambers, 1 John Street, Bedford Row, 
London WCr. 

Rose, Harvey John, A.C.A., 21969; Harvey Rose 
& Co, x Euston Road, London NWr. 

Shaya, Albert Moses, A.C.A., a1969; 25 The 
Grove, London NWir. 

Southgate, Ian, A.C.A., a1969; Gildon, Hudson, 
Wood, Nesham & Co, 1/3 Queen's Square, 
Middlesbrough, 'T'ees-side. 

Teague, Reginald Richard, F.C.A., 41957; 
Nevill, Hovey & Co, Austin House, ro 
Derry's Cross, Plymouth, Devon PLi 25J. 

Tosh, Peter McLaren, A.C.A., 21963; 10 West 
Hill, Budleigh Salterton, Devon. 

Tranter, Jim, B.SC., A.C.A., a1969; H. Tranter 


& Co, Bank House, Market Street, Oaken- ' 


gates, Telford, Shropshire. 

Vohora, Vijai Kumar, A.C.A., 61968; Solar 
House, Harambee Avenue, PO Box 9443, 
Nairobi, Kenya. 

Watson, David Saxton, A.C.A., a1967; Saffery, 
Sons & Co, St Martins House, 16 St 
Martin’s-le-Grand, London ECr. 


Wint, Edward George, A.C.A., 41970; 7 
Campion Street, Derby DE3 3E EH. 
Wood, Edmund Michael, A.C.A., 41968; 


Singleton, Fabian, Derbyshire & Co, Lee 
House, SES Wall, London EC2. 


Re-admissions to Membership 


Subject to payment of the amounts 
required by the Council, two former 
members of the Institute were re- 
admitted to membership under clause 
23 of the supplemental Royal Charter. 

It was reported to the Council that 
the following re-admission, made at 


FINDINGS AND DECISIONS OF THE 
DISCIPLINARY COMMITTEE 


Findings and Decisions of the Disciplinary Committee of the Council of 
the Institute at hearings held on 17th February 1970 


1. A formal complaint was pre- 
ferred by the Investigation Committee 
of the Council of the Institute to the 
Disciplinary Committee of the Council: 

That Ronald Claude Barlow a 
member of The Institute of Chartered 
Accountants in England and Wales 
has been adjudged bankrupt within 
the meaning of clause 21 (4) of the 
Supplemental Royal Charter. 

In that he on 12th December 1969 
was adjudged bankrupt. 


Finding 
The Committee found that the formal 


complaint against Ronald Claude 
Barlow, A.C.A., had been proved. 


Decision 


The Committee ordered that Ronald 


Claude Barlow, A.C.A., of Essendene 
House, Station Road, New Milton, 
Hampshire, be excluded from mem- 
bership of the Institute. 


2. A formal complaint was preferred 
by the Investigation Committee of the 
Council of the Institute to the Disci- 
plinary Committee of the Council: 

That a member of 'The Institute of 
Chartered Accountants in England 
and Wales has been guilty of acts or 
defaults discreditable to a public 
accountant or a emember of the 
Institute contrary to clause 21 (3) of 
the Supplemental Royal Charter 


(a) In that he having been instructed 
in November 1968 by a client 


4 M 


à 


April 16th, 1970 


the Council meeting on December 3rd, 
1969, subject to payment of the - 
amount required, had become effec- 
tive: 


Aslam, Mohammad, PO Box 2109, Jeddah, 
Saudi Arabia. 


Deaths of Members 


The Council received with regret the 
Secretary’s report of the deaths of the 
following members: 


Barney, Charles Henry, F.c.A., Romford, Essex. 

Brayshaw, Charles Edward, F.C.A. , Headingley, 
Leeds. 

Britcliffe, Henry Bury, F.c.a., Huntroyde, near 
Burnley. 

Brookes, Robert Norman, F.c.A., Manchester. 

Carter, Arthur Frederick James, F.c.A., London. 

Coucill, Joseph Alfred, r.c.a., Allerton, Liver- 

ool, 

Davis, Benny, F.C.4., London. 

Deacon, (Miss) Lily Sabina, F.C.A., Oxley, 
Wolverhampton. 

Driver, John, M.M., ¥.c.A., Clitheroe, Lancs. 

Garlick, Squire Horace Pickersgill, FCA., 
Woodstock, Oxford. 

Gilson, George William, 
Somerset. 

Hawken, Ronald Arthur, F.C.A., London. 


F.C.A., Yeovil, 


Holderness, Stanley James, FCA., Southall, 
Middx. 

Jackson, George Frank, F.C.A., Christchurch, 
Hants. 

Jenkins, Ivor Charles, r.c.4, Camberley, 
. Surrey. | 


Maskell, John Jamie, A.C.A. , Nassau, Bahamas. 

Paterson, Keith, F.C.A., Sheffield. 

Pearce, Thomas, F.C.A., Alton, Hants. 

Phipp, Daniel Reginald Charles, F.c.a., Bram- 
cote, Beeston, Nottingham. 

Ramble, Harry James, F.c.a., Ingoldmells, 
Skegness, Lincs. 

Rushton, George, F.c.A., NSW, Australia. 

Stewart, Robert, F.C.A. , Barnsley, Yorks. 

Ward, William Robert, F.C.A., London. 


to apply for registration. of a 
limited company without good 
cause failed within a reasonable 
time or at all to make such 
application 


(b) And in that he — been 
instructed in November 1968 by 

. the said client to apply for 
registration of the said limited 
company between 19th January 
1969 and gth April 1969 re- 
peatedly informed the client 
and the client’s solicitors that 
the necessary papers were with 
the Registrar of Companies 
whereas, as he well knew, the 

statement was not true. 


Finding 


The Committee found that the formal 
complaint had been proved. 


Decision 


The Committee ordered that the 
member be reprimanded but the 
Committee considered that there 
existed special circumstances justify- 
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ing the omission of his name from the 
publication of the Finding and Deci- 
sion. 


3. A formal complaint was preferred 


by the Investigation Committee of the 

Council of the Institute to the Disci- 

plinary Committee of the Council: 
That a member of The Institute of 
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Chartered Accountants in England 
and Wales has been guilty of acts or 
defaults discreditable to a member of 
the Institute within the meaning of 
clause 21 (3) of the Supplemental 
Royal Charter. 

In that he failed within a reasonable 
time or at all to reply to or take action 
on a letter dated 14th August 1968 
addressed to him in his professional 
capacity bya limited company. 
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Finding 
'The Committee found that the formal 
complaint had been proved. 


Decision 

The Committee ordered that the 
member be admonished but the 
Committee considered that there 
existed special circumstances justifying 
the omission of his name from the pub- 
lication of the Finding and Decision. 





Computer Audit Packages 


HE importance of specially 

written computer programs to 
help the auditor in his work has been 
generally recognized for some time, but 
the specialized skill and technical know- 
ledge required has tended to restrict 
his writing them. To assist the accoun- 
tant with these programs, the British 
Computer Society last week held a one- 
day symposium on computer audit 
packages at Saddlers' Hall, London. 

Organized by the Auditing by 
Computer Study Group of the Society, 
the chairman for the day was Mr J. P. 
Hough, r.C.A., F.B.C.S., Deputy Secre- 
tary of The Institute of Chartered 
Accountants in England and Wales, 
who welcomed the 200 people present. 
Mr Peter Benson, M.A., A.C.A., then 
dealt with the use auditors can make 
of computer audit packages, and 
stressed that if companies’ records were 
held on magnetic files, the use of com- 
puter programs to carry out various 
aspects of audit work offered advantages 
over clerical effort by faster and more 
accurate work, greater coverage, less 
paper work, and more time available 
for examination of significant items 
printed out for audit attention. 

The next speaker was Mr K. 
Davison, M.B.c.s., of International 
Computers Ltd, who dealt with 
‘Development of a package’ in which he 
referred to FIND H. It is interesting 
to note that this particular package was 
known originally as FIND, when it was 
a package for information retrieval, and 
now as FIND II it is being used for the 
purposes of audit. 


With FIND wu, the interrogation 
language is extremely simple, and all 
types of output are possible, such as 
the ability to list reports, statistics or 
tables as required or to put these on 
pre-printed stationery, and to generate 
everything from single-line simple 
output to complex, sophisticated re- 
ports with a large range of totalling 
and various levels of accounting 
breakdown. 

The generalized file interrogation 
program for use on IBM 360 com- 
puters — described in The Accountant 
of October 18th, rọ6ọ — was then 
reviewed by Mr M. G. Crabtree, M.A., 
C.A. He pointed out that although 
ASK 360 had been designed for non- 
specialists in a computer environment, 
some specialist assistance was re- 
quired to set up the program in the 
first place for a particular file at a 
particular installation. Once this was 
done, Mr Crabtree considered it 
would stand firm until either the file 
or the installation was changed. 


AUDITAPE 


Immediately after lunch, Mr K. 
Woodley, A.C.A., of Deloitte, Plender, 
Griffiths & Co, spoke on the AUDITAPE 
system which comprises a set of 
general purpose computer programs 
designed primarily for professional 
auditors. AUDITAPE can, however, be 
used by persons who are not com- 
puter specialists after a brief amount 
of instruction. It has been developed 
with an operation entirely independent 


of clients’ programs and programmers. 

Mr Woodley explained that the 
system was being continually ex- 
panded and was available for most of 
the well-known hardware, such as 
Honeywell, IBM, ICL and BCA. The 
programs, or routines, were being 
continually improved and added to, 
and the system had been used exten- 
sively throughout the world. Among 
the applications for which it has been 
used in the UK are verifying costs; 
calculations of stock and debtors; 
analysis of debtors for doubtful debt 
provisions; audit test samples of 
stock; work in progress; contract costs 
and purchase invoices. 


AUDIT-THRU system 


At the next session, a very rapid, 
informative and amusing description 
of the AUDIT-THRU management in- 
formation system was given by Mr 
G. H. Kelly, chartered engineer, of 
International Systems Research Ltd. 
With the aid of numerous slides, Mr 
Kelly went through every phase of a 
banking application showing how the 
AUDIT-THRU package retrieved infor- 
mation from a computer file, per- 
formed various calculations on the 
extracted data, and, finally, presented 
selected results in the form of printed 
reports. The package is capable of 
producing up to ten reports from a 
single computer run and can be used 
with files stored on magnetic tape, 
magnetic discs or magnetic cards. 
The closing address of the afternoon, 


before the final open forum session, 


was by Mr A. Oakley, B.COM., A.C.A., 
of Whinney Murray & Co, who sur- 
veyed in a very succinct manner the 
eight packages which were the subject 
of the symposium and gave a com- 
prehensive and factual analysis of 
their effectiveness. 
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EXETER STUDENTS’ 
NEW CHAIRMAN 


Nice, J. Cowan, an articled clerk 
in the firm of Bishop, Fleming & Co, 
Chartered Accountants, of Torquay, 
was elected chair- 
> man of the Exeter 
| and District Char- 
tered Accountant 
Students’ Society 
at the annual 
meeting of the 
Society on March 
25th — reference 
to the Society’s 
annual report was 
made in our issue of April 2nd. 
Educated at King's College, Taun- 
ton, Nigel Cowan was elected to the 
committee of the Society in 1968, 
becoming secretary last year. A Part 
Il Finalist, he takes a very active 
interest in the Society’s activities and 
was one of its delegates at this year's 
ACASS conference (The Accountant, 
March 12th). He is strongly in favour 
of retaining the autonomy of the 
Exeter Students’ Society after in- 
tegration. 
Other officers elected for the en- 
suing year are: 


President: Mr R. H. Guyver, F.C.A, 


Secretary: Mr H. D. Spence, W. E. 
Reynolds & Co, 11 Market Street, 
Newton Abbot, Devon. 


Treasurer: Mr M. D Read. 


Committee: Messrs M. V. Afzal, A. R. 
Bruce, Miss V. E. Davies, Messrs 
L. T. G. Egan, R. W. Heath, F. J. 
Tucker, A.C.A., Miss M. Wilson, and 
Mr R. J. Winkles. 





TAXATION IN THE OFFICE 


A SPECIALIST two-day course entitled 
“Taxation in the office’ has been 
arranged by Stanley A. Spofforth & 
Co for members of The Chartered 
Accountant Students’ Society of Lon- 


don and will be held on Thursday and 
Friday of next week. 

The work of tbe tax department in 
the office of. a practising chartered 
accountant will be discussed in an 
introductory lecture and will be 
followed by a talk on ‘Personal 
taxation’, which will be an outline of 
basic personal reliefs and allowances 
and their effects. 

The work of a tax district will be 
discussed by an Inspector of Taxes 
and there will be a group session on 
personal taxation which will be a test 
course with model answers to 
questions. 

Capital gains tax will be one of the 
subjects on the second day, when 
personal liabilities and quoted securi- 
ties will be discussed. A group session 
on this tax, which also will be a test 
course with model answers to ques- 
tions, will follow. 

Another subject will be ‘Corpora- 
tion tax’ and the course will end with 
a group session on that tax. The 
lecturers will be Mr Michael G. 
Spofforth, F.c.a., F.T.1.1, Mr J. R. F. 
Williamson, M.B.E., F.C.A., F.LLI, Mr 
Jan J. R. Spofforth, r.c.A., F.T.r.., Mr 
F. Dobby, H.M. Inspector of Taxes. 


MOCK AGM AT 
MANCHESTER 


MEMBERS of The Manchester Char- 
tered Accountants Students’ Society 
derived considerable benefit from a 
recent mock annual general meeting 
held at the Students’ Hall, 46 Fountain 
Street, Manchester. 

Mr A. T. Dowd, B.SC., F.C.A, 
acted as chairman of the company; 
Mr M. Colin, A.C.A., as secretary; Mr 
P. I. Bowick, as financial director, and 
Mr J. M. Kinder,'as sales director. 
One of the items on the agenda was a 
special resolution to remove the 
auditors, Messrs Doolittle, Dally & 
Co, and to appoint in their place 
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Messrs Vouchaway Safely & Co. 

Doolittle, Dally & Co had qualified 
their report on the accounts. In their 
report they had stated that the com- 
pany valued its stocks at standard 
cost, the standards being fixed at the 
beginning of the accounting period, 
and as no adjustments had been made 
to these standards while costs had 
risen, the closing value of stocks in 
their opinion was understated by 
£80,100 and the profit for the year 
before taxation was understated by 
the same amount. 


Nickel stocks 


In a further statement at the 
meeting they said that the company 
valued its nickel stock of 267 tons 
in hand at November 3oth, 1969, 
at its 1969 standard cost of (ooo per 
ton. During the financial year nickel 
had risen in price and in the latter 
half of the year 415 tons were pur- 
chased at f1,200 per ton. The 
company used its nickel in order of 
purchase and auditors felt it would 
be more equitable to value the closing 
stock at £1,200 per ton. This would 
have the effect of increasing the 
profit earned by £80,100. To the best 
of their knowledge the price of nickel 
was not expected to fall in the 
medium term. They did not agree 
that the stock should be valued at 
£900 per ton and qualified their 
report on this issue. 

They added that they would re- 
consider the company's stock valua- 
tion policy if the standard costs were 
recalculated at the end of each financial 
year, in order to reflect current cost or 
realizable value, rather than at the 
beginning of each financial year. 

In reply, the chairman of the 
company said they were most surprised 
that the auditors had taken issue with 
them over the method of stock valua- 
tion because the method used was 
both conservative and consistent with 
the gompany’s internal accounting 
practices. He said: "We feel that we 
should take a conservative view in 
valuing our raw material prices. T'he 
commodity market is subject to sud- 
den changes and we prefer to review 
the situation at the beginning of each 
financial year. 

‘At this time we calculate a standard 
cost for nickel and we use this for 
pricing, stock accounting and the 
calculation of price variances. For each 
receipt of material we compare what 
we actually pay with our standard 
cost. Any variation, whether favour- 
able or unfavourable, is adjusted in our 
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periodic management accounts. Our 
stocks were consistently maintained at 
our agreed standard cost. 

"We appreciate that there are alter- 
native methods of dealing with the 
problem, and we could, if we chose 
to do so, use any of the following 
bases: (1) replacement value; (2) 
simple average price; (3) weighted 
average price; (4) first in, first out; (5) 
last in, first out; (6) inflated value; 
(7) specific price; (8) base stock’. 

He went on to say that the directors 
had appraised the application of each 
method within the company and were 
of the opinion that the annually 
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reviewed standard was the most 
equitable in the circumstances. 

The resolution to remove the 
auditors was then put to the meeting 
and was lost on a show of hands. The 
chairman then demanded a poll using 
the ballot sheets. The poll was carried 
and Messrs Vouchaway, Safely & Co 
were appointed as the company’s new 
auditors. 


BRADFORD STUDENTS 


AT the annual meeting of the Bradford 
and District Chartered Accountant 


Students’ Society held on March | 
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23rd, the following officers were 
elected for 1970-71: 
President: Mr K. M. Gray, F.C.A. 


Vice-Presidents: Mr E. R. Armstrong, 
F.C.A., Mr G. D. Verity, B.COMM., F.C.A. 


Secretary: Mr Ian R. Dalzell, 16 Leming- 
ton Avenue, Halifax. 


Treasurer: Mr Roy Aspinall. 


Assistant Secretaries - Liaison: Mr David 
Nunn; Sport: Mr J. C. Brearton. 


Magazine: Mr J. Heseltine. 
Hon. Auditor: Mr P. Brook, F.C.A. 


Committee: Messrs N. H. Holmes, G. R. 
Wrigglesworth, T. R. W. Eddison, S. M. 
Harvey, R. K. Sutcliffe, and T. K. 
Entwisle. 
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and 
Notices 






PROFESSIONAL NOTICES 


AARONS GREW & WoopcroFT, Certi- 
fied Accountants, of Premier House, 
150 Southampton Row, London WCr, 
and Catherine House, 25-27 Catherine 
Place, London SWr, announce that 
as from April 1st, 1970, Mr NORMAN 
EDWARD PICKING, A.A.C.C.A., was ad- 
mitted as a partner in their Holborn 
practice. 


Amspon Cossart & WELLS, Char- 
tered Accountants, announce that Mr 
G. FRIEND, F.C.A., who has been with 
the firm since 1961, was admitted a 
partner on April ist, 1970. 


ARTHUR ‘YOUNG | MCCLELLAND 
Moores & Co and FLOCKHART & 
GRANT announce the merger of their 
practices with effect from May st, 
1970. The combined practice, in both 
names, will be carried on in Aberdeen 
from x Bon Accord Square, and from 
the other existing offices of ARTHUR 
YounG McCLELLAND Moores & Co. 


CHIPCHASE, JARVIS & Co, Chartered 
Accountants, announce that Mr PETER 


D. OLLEY, A.C.A., resigned from the 
firm as from April roth, 1970. The 
practice will be carried on as before 
from 18/19 Bentinck Street, London 
Wr > 


CLAPTON, MILLAR & THOROGOOD, 
Chartered Accountants, announce that 
on April rst, 1970, Mr M. WINGHAM, 
A.C.A., was admitted into partnership. 
The firm will.continue to practise 
under the same style at their Salisbury, 
Ringwood, Southampton and Fording- 
bridge offices. 


FRAZER, DARGUE & Co, Chartered 
Accountants, of 28 Broadway, Strat- 
ford, London Ers, announce that Mr 
R. T. DARGUE, B.SC.(ECON.), A.C.A., 
was admitted into partnership on 
April rst, 1970. 


FULLER JENKS BEECROFT & Co and 
LANCASTER, Kinc, Rmowax & Co, 
Chartered Accountants, announce the 
formation of a joint partnership which 
will practise from St Martin’s House, 
Bull Ring, Birmingham 5, under the 
name of FULLER JENKS BEECROFT & Co. 
The partners will be Messrs L. V. 
HAZELWOOD, F.C.A., H. D. RADFORD, 
F.C.A., A. P. ROBERTS, F.C.A., and W. B. 
JAMES, F.c.A., from Birmingham, M. 
A. B. JENKs, F.C.A., B. C. BERKINSHAW- 
SMITH, M.A., F.C.A., and K. S. BEECROFT, 
F.C.4., from London and F. WHITE, 
F.C.A., and B. W. TAYLOR, B.a.(com.), 
A.C.A from Manchester. LANCASTER, 
Kinc, Ripcway & Co will continue 
to practise under its present name. 


A. G. Hirst & Co, Chartered Ac- 
countants, of Century Buildings, 31 
North John Street, Liverpool, an- 
nounce that on April 6th, 1970, they 
admitted to partnership Mr LESLIE 
JAMES SARSFIELD, A.C.A., who has been 
associated with the firm for some years. 


The style and address remain un- 
changed. 


Hocc, BULLIMORE, GUNDRY & Co, 
Chartered Accountants, of City Gate 
House, Finsbury Square, London 
EC2, announce that Mr James EDWARD 
COLIN CoEY, M.A., F.C.A., has been 
admitted to the partnership with 
effect from April xst, 1970. 


Hocc, BuLLIMORE, Gunpry & Co, 
Chartered Accountants, and FELTON & 
Co, Chartered Accountants, announce 
the formation with effect from April 
rst, 1970, of a joint firm in the name 
of Hocc, BULLIMORE, GUNDRY & Co. 
The address of the joint firm will be 
49 Newhall Street, Birmingham 3, 
and the partners of the joint firm will 
be Messrs W. D. WILSON, F.C.A., 
E. DAvip BARD, F.c.A., P. M. ROBESON, 
F.C.A., and J. H. BRITTAIN, F.C.A., of 
Hocc, BuLLIMORE, GUNDRY & Co, 
and J. F. FELTON, F.c.a., of FELTON & 
Co. Mr L. R. A. RUTLEDGE will act as 
resident manager. Both founder firms 
will continue to practise independently 
under the present styles and from 
their present addresses. 


JOLLIFFE Watson & Co, Chartered 
Accountants, and AVEYARD MILLER & 
Co, Chartered Accountants, announce 
their amalgamation as from April rst, 
1970, the partners now being Mr 
A. S. JOLLIFFE, F.C.A, Mr H. T. 
WATSON, A.C.A.. Mr B. T. MILLER, 
F.c.A., Mr R. M. Morris, F.C.4., and 
Mr E. J. Rocers, F.c.a. The practice 
will operate principally from offices at 
Audley House, o Margaret Street, 
London WIN 7LF with branches at 


` Croydon, Watford, Guernsey, Paris 


and Malta. 


MELMAN PRYKE & Co, Chartered 
Accountants, announce that Mr B. M. 
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MORITZ, A.c.A., has, from April Ist, 
1970, joined them and their associate 
practice of R. McKErrow & Co as a 
partner. As from the same date the 
partners in MELMAN PRYKE & Co have 
joined Mr Moritz as partners in CAPE 
& DALGLEISH. 


Mopas Baker Jones & Co and T. E. 
Lowe & Co, Chartered Accountants, 
of Wolverhampton, announce that as 
from April rst, 31970, Mr JAMES 
ANTHONY ELLIOTT, F.C.A, has been 
taken into partnership. Mr ELLIOTT 
has been associated with both firms for 
many years. 


PIKE, RusseELL & Co, Chartered 
Accountants and GopwiN & TAYLOR, 
Chartered Accountants, announce that 
their practices have been merged as 
from April ist, 1970. The new firm 
will be conducted under the name of 
Pike, Russet, & Co from St Vedast 
House, 150 Cheapside, London EC2; 
Liverpool Victoria House, New Lon- 
don Road, Chelmsford, Essex; 36 
Station Road, Redhill, Surrey, and 
elsewhere by Messrs N. V. COLLINS, 
F.c.A., G. J. EpKINS, Sea, D. G. 
WESTON, F.C.A., R. G. MooncnarT, 
F.C.A., J. CAWDRY, F.C.A., J. R. TAYLOR 
F.C.A., F. C. Parstow, F.c.a., G. W. 
MARTIN, F.C.A., 'T. P. MALONE, F.C.A., 
F. C. RUSSELL, F.C.4., V. C. BAKER, 
F,C.A&, and R. BARLOW, r.c.4. The 
practice name of GODWIN & TAYLOR 
will continue to be used as appropriate. 


PIKE, RUSSELL & AssociATESs, Man- 
agement Consultants, announce that 
following the merger of PIKE, RUSSELL 
& Co, Chartered Accountants, and 
Gopwin & 'avron, Chartered Ac- 
countants, Messrs D. G. WESTON, 
J. R. Tavron, F. C. Parstow and 
G. W. MARTIN have become partners 
in the consulting firm. 


RAWLINSON, GREAVES & MITCHELL, 
Chartered Accountants, of Bradford, 
announce that Mr W. A. RAWLINSON, 
F.C.A., retired from the partnership 
on April 6th, 1970, after 29 years as a 
partner but will continue his associa- 
tion with the firm as a consultant. T'he 
practice will be carried on under the 
same name and from the same address 
by the remaining partners. 
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APPOINTMENTS ` 


Mr H F. R. Catherwood, M.A., 
F.C.A., who retires as director-general 
of the National Economic Develop- 
ment Office: on April 30th, 1971, will 
join the board of John Laing & Sons 
Ltd in May that year, becoming group 
managing director and chief executive 
on January rst, 1972. He will, when 
he retires from NEDC, have served as 
director-general for five years and as a 
Council member for almost seven 
years. 
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Mr H. F. R. Catherwood. Mr G. Clegg. 


Mr Geoffrey Clegg, F.C.L.8., A.C. W.A., 
formerly group secretary to Capper- 
Neill Ltd, has become a director of the 
company. He is succeeded. as group 
secretary by Mr R. G. Roberts, A.C.A., 
and Mr Clegg's personal assistant, Mr 
I. O. Bundy, A.C.LS., A.A.C.C.A,, has 
been appointed assistant group secre- 
tary. 

Mr R. Fraser Ryder, B.COM., 
M.SC.(ECON.), A.C.W.A., A.C.LS., has 
been appointed chief accountant of 
Dunlop Semtex Ltd and has become a 
director of the company. 








Mr J. B. Lowther. Mr R. Fraser Ryder. 

Mr J. B. Lowther, F.c.a., has been 
appointed commercial director of 
Holpack Ltd and King Packaging Ltd. 
Mr Lowther has, since 1968, been 
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chief accountant and commercial man- 
ager of both these companies. 


Mr P. R. Down, F.C.4., and Mr E. 
Davies, B.A, A.C.W.A., have been 
appointed executive directors of The 
Provident Clothing & Supply Co Ltd. 


Mr Charles E. M. Hardie, C.B.E., 
F.C.A., has been elected to the boards 
of Fitch Lovell Ltd, and 'The Royal 
Bank of Canada. 


Mr C. B. Stevenson, A.C.A., has 
been appointed secretary of the com- 
puter companies in the Lowndes-Ajax 
group. These include Lowndes-Ajax 
Computer Service, Ajax Data Proces- 
sing, Lowndes-Ajax Computer Per- 
sonnel and Lowndes-Ajax Systems 
International. 


Mr R. A. Withers, F.c.a., has 
become sole managing director and ' 
chief executive of the Dalgety Inter- 
national Group of companies. 


DOUBLE TAXATION 
Relief to Overseas Residents 


New regulations, which took effect 
from April 6th, 1970 (the commence- 
ment date of the Income and Cor- 
poration Taxes Act 1970) governing 
the procedure for giving relief at 
source to overseas residents under 
double taxation agreements on certain 
payments of interest, royalties and 
dividends, have been made by the 
Board of Inland Revenue and have 
been published by HM Stationery 
Office as SI 1970, No. 488 and SI 
1970, No. 489. 

The regulations are entitled “The 
Double Taxation Relief (Taxes on 
Income) (General) Regulations 1970’ 
and “The Double Taxation Relief 
(Taxes on Income) (General) (Divi- 
dend) Regulations 1970’. They replace 
similar regulations published as SI 
1966, No. 312 and SI 1966, No. 1281 
and carry forward equivalent pro- 
visiorfs into the period in which the 
Income and Corporation Taxes Act 
1970 operates. 

Notices issued under the old regu- 
lations which were in force on April 


sth, 1970, will, where appropriate, 
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continue in force as notices under the 
new regulations. 


Trinidad. and Tobago 


The protocol to the United Kingdom 
= ‘Trinidad and Tobago Double 
Taxation Agreement has been pub- 
lished as a Schedule to an Order in 
Council numbered SI 1970, No. 483. 


NEW BUSINESS .NAMES 


During the year ended December 31st, 
1969, there were 76,271 new registra- 
tions under the Registration of Busi- 
ness Names Act 1916 (as amended by 
the Companies Act 1947), and 10,850 
names were removed from the: regis- 


ters. The total remaining on the 
registers at December grst was 
1,208,213. 


THE CHARTERED ACCOUNTANTS' 
BENEVOLENT ASSOCIATION 


The annual general meeting of The 
Chartered Accountants’ Benevolent 
Association will be held on May 13th 
at the conclusion of the annual meeting 
of the Institute. 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND 
AND WALES ' 
Members’ Library 


Members were notified recently that 
the Institute library, which is at 
present in temporary premises at 
26/34. Old Street, would be closed 
from Friday, April 17th, to Monday, 
April 27th, before reopening in the 
new Institute building at Moorgate 
Place. 

Owing to circumstances beyond 
the control of the Institute, this will 
not now prove possible and the 
opening date has had to be moved 
forward to Monday, May 4th. The 
library will, therefore, be closed from 
the evening of Friday, April 24th, 
and will reopen in the new building 
on the morning of Monday, May' 4th. 


Technical Advisory Committee 
The 164th meeting of the Committee 
was held on Thursday, April 2nd, at 
The Painters Hall, Little Trinity 


FULLER, HORSEY, 


< 
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Lane, London! EC4. Present were: 
Mr E. R. Nicholson (in. the. chair). 


Messrs K. G. Bishop, M. T. R. 


Brookman, M. A. Charlton, J. R. 


Cuthbertson, N. J. Edwards, R. Firth, 
C. R. P. Goodwin, J. H. Hewitt; E. G. 
Hil, Halmer Hudson, A. P. Hughes, 
H. B. Huntington-Whitely, R. Lovely, 
G. Maeer, S, Mann, K. Mashford, 
D. R. Newman, R. D. Pearce, B. G. 
Rose, H..G. Sergeant, F. A. Sherring, 
K. A. Sherwood, D. H. Slade, G. H. 
Vieler, G. S. Warburg, R. F. Watkins, 
E. Watts and J. A. P. Whinney, with 
Mr G. A. Slator, Nonus to the 
Committee, | 


Matters Ge 


Consideration was given. to reports 
and memoranda on "Treatment in 
accounts of companies of results of 
associated companies’ and ‘Disclosure 
of information relating to acquisitions 
and mergers’, . 


Future meetings 


It was ncted that meetings of the 
Committee had been provisionally 
arranged for Thursday, May 28th, 
and Wednesday, July r5th, and further 
meetings were provisionally arranged 
for Thursday, October 15th, and 
Thursday, December 3rd. | 
THE INSTITUTE OF COST 
AND WORKS ACCOUNTANTS 


President's Luncheon 


The President of The Institute of Cost 
and Works Accountants, Mr H. P. 
Southall, F.C.A., F.C.W.A., J.DIP.M.A., 
gave a luncheon party on Wednes- 
day of this week at 63 Portland 
Place, London Wr. Those present 
were: Messrs D. E. Edmonds, direc- 
tor, Stephenson, Blake & Co Ltd; 
W. Frank Harris, director and comp- 
troller, Massey Ferguson (UK) Ltd; 
R. B. Haseldine, cargo development 
manager, British Overseas Airways 
Corporation; H. Hodgson, a Past- 
President of the Institute; H. A. 
Longden, chairman, The Cementation 
Co Ltd; Sir John Mallabar; Messrs 
A. W. Page, M.B.E., chairman, The 
Metal Box Co Ltd; Joseph Rank, 
chairman, Ranks Hovis McDougall 


SONS & CASSELL 


10 Lloyds 
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Ltd; Sir John Wall; opp, chairman, 
International Computers Ltd; Messrs 
E. J. N. Warburton, c.B.E£,. vice- 
chairman, Lloyds Bank Ltd, and M. H. 
Walters, C.B.E. , Secretary of the Insti- 
tute. : À 


THE ASSOCIATION OF CERTIFIED 
AND CORPORATE ACCOUNTANTS 


Education Officer Appointed 


Mr G..K. Barnes, M.A., has recently 
joined the secretariat of The Asso- 
ciation of Certified and: Corporate 
Accountants as Education Officer. 

Previously Careers Advisory Officer 
at the University of Essex for four. 
years, Mr Barnes had earlier held -the 
position of Midland Secretary of the 
Public Schools Appointments Bureau. 
Prior to that appointment, he served 
with HM Overseas Civil Service as 
a District Inspector in Uganda. 


STATISTICAL SAMPLING IN 
AUDITING l 
The first report of the Statistical 
Methods Panel of the Society of 
District Auditors of The Institute of 
Municipal 'Treasurers and Account- 
ants was originally produced for 
distribution mainly within the Society. 
In view of the style, standard and scope 
of the document, the Institute con- 
siders that it deserves a wider audience, 
and therefore has now published it for 
general reading.: 

Although there is no shortage of 
published books on the techniques of 
statistical sampling, in.the opinion of 
the Institute little effort has been made 
to explore the extent to which auditors 
may usefully use these techniques. The 
report of the Panel does this very : 
thing and stresses that statistical 
methods are tools which will at times 
be useful to any auditor who has a 
basic knowledge of their use. 

On the hypothesis that the use of 
statistical methods does not necessarily 
demand a profound knowledge of 
mathematics, reference to  mathe- 
matics has been kept to a minimum 
in the report. Nevertheless, the ap- 
pendices include not only a glossary of 
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statistical terms but also a chapter on 
mathematical information. 

Copies of the report, price £2, post 
free, may be obtained from The 
Institute of Municipal 'T'reasurers and 
Accountants, r Buckingham Place, 
London SW1. 


SOUTH WALES AND 
MONMOUTHSHIRE CHARTERED 
ACCOUNTANTS 


Under the chairmanship of Mr D. H. 
Morris, F.c.A., a talk on pension 
schemes and recent legislation will be 
given by M. J. E. Powell, F.C.LI., 
Cardiff branch manager of The 


Scottish Provident Institution, to the ` 


Swansea and District Chartered Ac- 
countants’ Dining Society and Study 
Group on April 23rd, at the Dragon 
Hotel, Swansea. 

Any chartered accountant who is not 
a member of the Dining Society may 
attend this meeting, or future meet- 
ings, by arrangement with Mr J. D. 
Parsloe, ¥.c.A., Aluminium Wire & 
' Cable Co Ltd, Port Tennant, Swansea. 


CHESTER AND NORTH WALES 
CHARTERED ACCOUNTANTS 


Membership of the Chester and North 
Wales Branch of the Liverpool Society 
of Chartered Accountants at December 
31st last numbered 277, according to 
| the Branch’s annual report. 

Seven lectures were held during the 
year, all of which proved of consider- 
able value to members. Subjects 
included: "Management information 
in practice', "The valuation of shares 
in private limited companies', "Estate 
planning as affected by recent Finance 
Acts' and a talk on the role of the 
Decimal Currency Board. There was 
also a joint meeting with HM. In- 
spectors of Taxes which took the 
form of a discussion on areas of 
difficulty experienced by members. 

In September, the Branch held a 
reception when the President of the 
Liverpool Society of Chartered Ac- 
countants, Mr E. L. Ashton, F.C.A., 
showed members the silver ewer 
which the Society is presenting on 
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Thursday of this week to the City of ` 


Liverpool to mark the centenary of the 
Society. 

Three golf matches were held 
during the year and members partici- 
pated in a very successful joint dinner 
dance at Chester with the Students’ 
Association. 

The following officers have been 
elected for 1970-71: 


Chairman: Mr W. Morgan, F.C.A. 
Vice-Chairman: Mr R. R. Williams, 
F.C.A. 


Secretary: Mr M. C. Sunter, F.C.A., 
District Bank Chambers, High Street, 
Wrexham. Telephone Wrexham 2353. 

Treasurer: Mr K. N. Payne, F.C.A. 

Auditor: Mr F. Hack, F.C.A, 

Committee: Messrs J. F. Allen, F.c.a., 


R. R. Williams, F.c.a. (re-elected), R. E. A. 
Clark, a.c.a., and C. W. Thorndike, F.c.a. 


The above officers of the Branch 
were inadvertently listed in our issue 
of April 2nd as officers of the Chester 
and North Wales Branch of the 
Liverpool Chartered Accountant 
Students’ Association. 


HOLBORN DISCUSSION GROUP 


At the next meeting of the Holborn 
Discussion Group on April 22nd, the 
subject for discussion will be “The 
implications of the 1970 Budget’. The 
discussion will be introduced by Mr 
S. J. Weston. Guests will be welcome. 

The Group meets on the third 
Wednesday of each month at 6 p.m. 
for 6.30 p.m. at the Russell Hotel, 
Russell Square, London WCx1. Details 
from the secretary, Mr John P. 
Priestley, B.A., A.C.A., 13th Floor, St 
Alphage House, London ECz. Tel. 
606 8080. 


WESTMINSTER TAX DISCUSSION 
GROUP 


The next meeting of the Group 
will be on Monday next, April 2oth, 
at 10 Belgrave Square, London S Wr, 
when the subject for discussion will 
be the Budget. Further details may be 
obtained from Mr J. F. Staddon, 
F.C.A., at 10 Belgrave Square, London 
SWi. 
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TEXTBOOK AWARD 


Mr W. M. Harper, A.C.W.A., lecturer 
at the City of London College, has 
won the first annual Textbook Award 
made by the Society of Commercial 
Accountants for his book Management 
Accounting, published by Macdoriald 
& Evans. n 

'The Award, which takes the form of 
a prize of {100 for the author and a 
presentation to the publisher, was 
instituted for the most outstanding 
textbook published in the United 
Kingdom covering any aspect of the 
Society’s examination syllabus. The 
judges, drawn from the Society’s 
Council and its Board of Examiners, 
assessed the many books submitted 
in relation to their relevance, style 
and presentation in the light of the 
needs of commercial accountancy 
students; format and price were also 
taken into consideration. 


REVENUE PAPER 
Easter Sittings 1970 


The following cases are down for 
hearing during the Easter Sittings 1970: 


House or LORDS 

Vandervell Trustees Ltd v. White and ` 
Others : 

COURT OF APPEAL 
Frederick Lack Ltd v. Doggett 
Walker v. Harrowes and Others 
Hinchcliffe v. Crabtree 
Helical Bar Ltd v. CIR 
Banning v. Wright 
Bennion v. Roper 


. Hicu Court (Chancery Division) 

Leconfield Estate Co (now Egremont 
Estate Co) v. CIR 

Walpole v. Jones 

CIR v. Wachtel 

Lowe v. J. W. Ashmore Ltd 

Rudder v. Leary 

CIR v. Brown ` ` 

Skinner v. Berry Head Lands Ltd 

Fleming v, Associated Newspapers Ltd 

Lloyd v. Taylor 

Walker v. Universities Investment 
Trust Ltd (in voluntary liquidation) 

Eastham v. Leigh London and Pro- 
vincial Properties Ltd (in voluntary 
liquidation). g 
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CAs in the Making 


WWE make no apology to readers for reiterating a passage from 


Sir William Slimmings’s presidential address to this year’s 
annual meeting of The Institute of Chartered Accountants of 
Scotland (The Accountant, April gth), in referring to the Institute's 
educational policy: 

‘I trust that the outcome will be a policy which demonstrates 
our determination to remain in the forefront of accountancy education 

— our determination not merely to maintain our present high stan- 

dards but to enhance them.’ 

These are fine words, and the report now published under 
the title Tomorrow's CA in the Making, shows a firm 
determination to translate them into action. This is the report of 
the North Berwick conference referred to in our issue of March 
rgth, which the Council has decided to issue as an exposure draft. 
' We remarked on March roth upon the continuing improvement 
in the Institute’s graduate, as opposed to non-graduate entry; the 
report welcomes this trend and proposes the establishment of 
post-graduate ‘conversion’ diplomas for holders of non-account- 
ancy degrees and abolition of the non-graduate entry altogether. 

It may be thought unrealistic to close a door which, despite 
recent trends, still admits nearly two-thirds of the total candidates 
for indentures; and, in fact, some participants were still prepared 
to see it left ajar at the discretion of the Council. On the other 
hand, the compilers of the report are unquestionably right in their 
view that accountancy is unlikely to be accepted without query 
as a learned profession whilst it appears to demand an academic 
discipline of lower order than is required, for example, by 
the legal and medical professions, or to be open to university 
‘drop-outs’. 

As also with the English Institute, the non-graduate entry 
shows a significantly higher examination failure rate than do other 
entrants, and it is argued that an all-graduate entry would en- 
courage more graduates (not only from Scottish universities) by 
virtue of the image of a professional qualification demanding 
academic maturity. 

The Scottish Institute’s present system of part-time classes is 
adversely criticized as being both inadequate and unpopular, 
particularly with graduates, and the report favours its abandon- 
ment as a matter of urgency, without awaiting the establishment 
of an all-graduate entry. In its place there should be day-release 
or block-release courses, to be conducted ultimately by an 
accountants’ college which would also assume responsibility 
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for post-qualifying education and would collaborate 
with university accountancy departments in such 
matters of joint concern as research. | 

As we reported in these columns on April oth, the 
Jnstitute has now set up a trust to administer the whole 
of its educational activities, and the report looks 
forward to the ultimate establishment of a Scottish 
professional school to serve the needs of other profes- 
sions as well, or a Scottish business school ‘which 
might be more practicable, more beneficial, and more 
easily viable financially’. Such a school is outside the 
present terms of reference but it is a far-sighted 
project which may in due course attract monetary 
support from industry and commerce, if not from 
public funds. 

Practical experience remains an essential corollary 
of the academic training of an accountant, not least in 
the inculcation of a proper attitude of professional 
conduct and independence. Assuming an all-graduate 
entry, the report favours a ‘contract of service’ of 39 
months’ duration. Of these, not less than 30 months 
should be given to practical experience, leaving a 
maximum of nine months for study, examination 
leave and exceptional absences. 
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One controversial feature of the integration scheme 
has been its provision for a ‘training contract’ for 
students in surroundings other than a professional 
office, and at North Berwick this question ‘raised more 
controversy than any of the others’. Unfortunately, the 
conference as a whole failed to reach a conclusive posi- 
tion upon it, although one group which studied the 
question in depth came out in favour. There was no 
support for ‘a reversion [by the Institute] to the 
historical position of a society of practitioners’, and it 
must be admitted that if the practitioner’s office cannot 
meet the needs of an industrialized society for trained 
accountants, then industry will train its own — ‘whether 
under the aegis of the Institute or not’. 

An abbreviation which recurs in the report is ‘CBOR? 
— the common body of knowledge of chartered ac- 
countants, which is a source of unity at the point of 
admission and which can be reinforced and developed 
in the future by post-qualifying education. It is from 
this impressive CBOK that the Scottish Institute may 
hope, with the support and goodwill of accountants 
everywhere, to ‘take a giant step towards creating the 
élite profession which [we] would hope is the ambition 
of us all.’ 





Budget Reflections 


NE of the incidental delights of the Budget each 

year — whoever is responsible for it — is reading the 
Opposition leader’s comments on the Chancellor’s 
proposals. There are two reasons for this: first, it is an 
opportunity to bounce back at the Chancellor some 
long-regretted remark he or his Prime Minister made 
in the distant past (one can just see Mr Heath scanning 
the Hansards of twenty years ago); and secondly, 
because whatever a Chancellor proposes, there is 
always scope to criticize it in the most burning terms. 
The niceties of political innuendo, of sarcasm and 


barbed wit, are admirably displayed on these occasions. ° 


This year’s ‘non-event’ could well have shortened 
Mr Heath’s critical range, but he did not allow it to. 
He responded brilliantly and, on the political level 
anyway, merits congratulation. 


But were his strictures justified? Pulling aside the 
veil of emotive language and party prejudice, what does 
the Budget look like in the light of reason? 

From a broad international aspect, Mr Jenkins has 
done nothing to perturb the International Monetarv 
Fund or the Bank of International Settlement, which 
should be well satisfied in any event with the massive 
short-term debt repayments recently made. Certain 
areas of the globe seem rather hazy about the United 
Kingdom financial scene. It was reported that a New 
York stockbroker, when asked what he thought of the 
Budget, replied: ‘What Budget? This was under- 
standable, perhaps, in view of the Wall Street doldrums 
and the moon-shot crisis. In general, however, inter- 
national reaction has been favourable and confidence 
in Britain and sterling should therefore be strengthened. 

On the home front, the Chancellor’s proposals were 
described as ‘a banker’s Budget’: reflecting, of course, 
the Bank rate cut, credit easing, and abolition of duty 
on cheques. Certainly for industry as a whole the 
monetary aspects of the Budget are the most significant. 
For these ‘bank’ measures, combined with lower im- 
port deposits and greater initial allowances on industrial 
buildings, constitute a large part of the Chancellor’s 
generosity this year. 
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But the Confederation of British Industry, although 
welcoming these concessions, remains generally dis- 
satisfied because there was no reduction in corporation 
tax and no better investment incentives. It is debatable 
whether the CBI's criticisms are justified at this 
particular time when the country has barely emerged 
from “the trough of crisis’. 

And really it is from this standpoint that one must 
judge the Budget. Not from what Mr Jenkins might or 
might not have done from a position of established 
prosperity, but from what he had to do to keep the 
national economy from slipping back into the trough. 
From this standpoint, party considerations are ir- 
relevant. £ | 

To industry, then, he has given a modest boost, 
mainly by monetary adjustments. What has he done 
for the private individual? The answer must surely be 
‘hardly anything’. Quite rightly he has introduced 
certain adjustments to aid the elderly and the lower 
income groups, but in real terms the help is trivial. 
And in a sense his claim to take two million people 
out of the tax net is not entirely true; allowing for 
inflation and wage claims, how many of those two 
million people will still be out of the tax net at the end 
of 1970-71? And how many of the one million excluded 
by the last Budget are paying tax again now? 

But it sounds grand to say that two million people 
will stop paying income tax — and doubtless politicians 
are entitled to their ‘puffs’, just as advertisers are. One 
wonders how many people recognize the real nature of 
these statements and how many are deceived. 

The surtax relief, welcome as it is, seems more like 
a device to help Mr Jenkins and the Inland Revenue, 
than to help the taxpayer. Mr Jenkins was very open 
about this in his Budget speech, admitting that he only 
did it to avoid a staggering collection cost of 31 per cent 
of the £4 million surtax generated by surtax payers in 
the affected range. It is not unlikely, however, that 
accountants may find difficulty in explaining to clients 
the mechanics of the new rules. 

Fiscal concessions to individuals, therefore, emerge 
as very small indeed. But this, of itself, does not justify 
a harsh criticism of the Budget for, again, the benefits 
are there against a background of a desperate economic 
plight. The country has not fully recovered from that 
plight, and 1n truth a complete withholding of fiscal 
reliefs could have been justified. In this light it is 
difficult to criticize the Chancellor for concentrating 
his help on the elderly and those with small incomes. 

Most people were surprised the Budget was not 
geared for an election. In retrospect, though, it seems 
inevitable that. Mr Jenkins would have prepared a 


 low-toned Budget. For the past two years his whole 


economic policy has been subordinated to a balance 
of payments recovery which he has now achieved. To 
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have deme the strength of this recovery by pre- 
mature concessions. would not only have been foolish 
and irresponsible in an economic sense — it would have 
been political suicide. 

In recognizing this, he has strengthened his party’s 
position enormously. In the first place, he has avoided 
the accusation of an electioneering Budget, with all 
the charges of irresponsibility this would entail. 
Secondly, he is consolidating the economic position 
already achieved, and no doubt this will be the strongest 
plank in his election platform. And thirdly, he is 
gathering resources for all the benefits he will pour - 
out when, politically, it suits him to do so. 

When will this be? In his speech, he gave a hint 
that it may not be too far away. ‘If I find that my 
judgement i is too cautious’, Mr Jenkins said, ‘it is much - 
easier to correct this later i in the year than if I go too ` 
far in the other direction’. 

This could, of course, mean an autumn Budget. But 
whether it does or not, Mr Jenkins is wise not to give 
too loose a rein at the moment. There is a possibility 
now that history will judge him as the man who saved 
Britain from financial ruin — the Chancellor who was 
strong where others were weak. That judgement would 
be very different if he were to falter now. 

But despite the economic background which excuses 
Mr Jenkins from much of what he hasn't done, there is 
much which is not excusable. This lies chiefly in the 
area of simplifying the tax system. The anomalies, the 
inconsistencies, the complexities are still with us. It 
seems he has chosen deliberately to ignore this oppor- 
tunity to introduce even the slightest simplification. 

This may be because he has in mind a more ex- 
haustive and systematic reform later on, but it 1s a 
pity he has not been more belpful at this stage. He 
could at least have raised the £2,000 limit for P11Ds. 
Concerning the new rules for pension schemes, it is 
perhaps best to wait until the provisions appear before 
deciding whether or not they simplify matters. In 
general, although the hoped-for simplifications have 
not appeared, it is a relief to have a Finance Bill which ` 
does not contain masses of new and complex legislation. 

The other area where the Chancellor is open to 
criticism concerns the escalating inflation which is 
reflected in continually rising prices and large wage 
claims in the pipeline. He has done nothing positive 
to curb this, except in the negative sense of with- 
holding fiscal concessions. 

Inflation and wage demands, it seems, are the major 
obstacles which Mr Jenkins has not overcome. And 
with the political pressures and restraints imposed on 
him by an approaching election, it may be too late to 
control it by the time he gets round to it. Whatever 
Mr Jenkins’ sterling qualities are, he is going to need 
them because he is not out of the wood yet. 
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Current 
Affairs 






. Professional Liability Case Decided 
Against Auditors | 


V may eventually prove one of the most 
significant cases involving accountants' profes- 
sional liability came to an end recently in New South 
Wales. In the Supreme Court of that State, Mr Justice 
Moffitt ordered by consent Messrs Flack & Flack, a 
Sydney firm of chartered accountants, to pay $Àr:5 
million to one of their former clients, The Pacific 
Acceptance Corporation Ltd. Also by consent, each 
party was ordered to bear their own costs, estimated to 
total more than $A500,000. 

In an interim judgment handed down in November 
last, Mr Justice Moffitt held that the auditors were 
. liable for negligence in breach of their audit contract. 
In his view they had failed properly to vouch and check 
the existence of proper mortgage and other securities 
intended to be taken by The Pacific Acceptance 
Corporation Ltd, to secure substantial advances made 
in Victoria. He held that the auditors had failed 
adequately to check that the mortgages were executed 
and registered as intended and to check that a solicitor 
was instructed to, and did in fact, act in these trans- 
actions. A proper check would have revealed matters 
which raised at least suspicion of fraud, and in some 
cases actual evidence of fraud. 

The outcome of the case had been awaited by the 
profession in Australia for some time and tbe subject 
of professional liability was a live issue at a recent 
congress of Victorian chartered accountants. The 
Institute of Chartered Accountants in Australia is 
giving close consideration not only to the implications 
of the present case, but also to recent developments in 
other parts of the world. 

. The experience of the profession in the USA is also 

discussed in “Letter from America’ on page 603. 


Accounting for Tax on Interest 


OLICITORS have recently been concerned lest 
they find themselves personally liable for the tax 
on interest, as for instance on a balance of purchase 
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money left outstanding after completion, which since 
April 6th, 1970, has been payable gross. Not only may 
this arise if the purchaser’s solicitor is not aware that 
the vendor’s ‘usual place of abode’ is outside the 
United Kingdom, and, therefore, fails to deduct tax as 
required by section 26 (1) (c) of the Finance Act 1969; 
the Inland Revenue also take the view that, under 
section 148 of the Income Tax Act 1952, the tax on 
interest received by a solicitor and paid gross by him 
to his client can be assessed either on the solicitor or 
on his client — although they have been good enough 
to confirm that ‘if the client is resident in the United 
Kingdom the practice of the Revenue will be to assess 
the client’. | 

A note in the current issue of the Solicitors! Journal 
(x14 SJ 289) suggests that solicitors should protect 
themselves against this contingency by continuing to 
deduct tax from all interest payments as before, and 
accounting for it to the Inland Revenue. However, 
as the words 'interest of money' are now deleted from 
section 170 (1) (a) of the Income Tax Act 1952 there 
appears to be no statutory warrant for such a practice, 
and the recipient of net interest would not be obliged 
to accept it as a full discharge of the gross amount due. 

It is to be hoped that this anomaly will speedily be 
resolved by Parliament, as there is no justification for 
expecting solicitors — or, for that matter, accountants 
or any other professional men who may pay or receive 
interest on another's behalf — to underwrite the tax 
liability of their clients. 


P. D. Leake Fellowships 


WO P. D. Leake Fellowships in accountancy or 

related subjects are being offered to suitably 
qualified accountants interested in a teaching career. 
Applicants need not be university graduates, and 
the Fellowships will begin either with the 1970—71 or 
1971—72 academic session. One Fellowship will be 
tenable at the London School of Economics and 
Political Science in the University of London; the 
other will be tenable at any university or university 
college participating in the scheme sponsored by the 
Joint Standing Committee on Degree Studies and the 
Accountancy Profession. 

The Fellowships are established by the P. D. Leake 
Trust, which is a charitable Trust administered by 
The Institute of Chartered Accountants in England 
and Wales. 

Applicants must be citizens of the United Kingdom 
or Eire, aged under 30, and must be members of one 
of the three Institutes of Chartered Accountants, or of 
The Association. of Certified and Corporate Ac- 
countants, The Institute of Cost and Works Account- 


"ants, or The Institute of Municipal Treasurers and 


Accountants. 'lhey should preferably have some 


experience after qualification and desire to study for a 


higher degree with a view to taking up teaching as a 
career. The grant, including expenses, will be in the 
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region of £2,000 per annum for one year, renewable 
for a second year subject to satisfactory progress. ‘They 
are offered subject to the acceptance and appointment 
of the candidate by the university or university college 
concerned. 

Fellows will normally be expected to study for a 
master’s degree. Details of masters’ courses available 
can be obtained direct from the universities and 
university colleges listed in the booklet Degree Courses 
and the Accountancy Profession, which is obtainable, 
together with copies of regulations and application 
forms for the Fellowships, from the Secretary of the 
P. D. Leake Committee, The Institute of Chartered 
Accountants in England and Wales, City House 
56-66 Goswell Road, London EC, to whom appli- 
cations must be made by May r5th, 1970. 


Partnership Share: Relief for 
Interest 


X 1969 Budget strictly limited the circumstances 
in which loan interest would rank for tax relief. 
As enacted, section 21 of the Finance Act 1969 pro- 
vided for such relief in respect of purchasing a share 
in a partnership where (inter alia) the individual, 
throughout the relevant period, *has personally acted 
in the conduct of the trade, profession or vocation 
carried on by the partnership’. 

Following discussions between the allied account- 
ancy bodies and the Board of Inland Revenue, the 
Board have authorized the issue of the following 
statement : 

"The Board of Inland Revenue are advised that 
section 21 of the Finance Act 1969 (section 59, 
Income and Corporation Taxes Act 1970) extends 
to salaried partners in a professional firm who are 
allowed by the firm independence of judgement in 
handling the affairs of clients and generally so to act 
that they will be indistinguishable from general 
partners in their relations with clients.’ 


In Case of Need 


T 1969 accounts of 'The, Chartered Accountants’ 
Benevolent Association will be presented to its 
eighty-fourth annual general meeting on May 13th, 
and are accompanied by a note that, owing to staffing 
difficulties in the dispatch of subscription reminders, 
approximately £1,950 attributable to 1969 had not been 
collected by the end of that year. (The Association takes 
subscriptions into account on a cash basis.) As a result 
of this, and of a further review of the scale of assistance 
in line with the rising cost of living, the Association's 


expenditure in 1969 exceeded its income by £1,553, ° 


compared with a surplus of £4,393 in 1968. 

For a number of years past, the Association has 
relied heavily upon its investment and rental income 
which substantially exceeds that from subscriptions. 
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In the course of his recent visit to India, Mr H. P. Southall, F.C.A., 
F.C.W.A., J.Dip.M.A., President of The Institute of Cost and 
Works Accountants, spoke at a dinner of the Southern India 
Region of the I.C.W.A. (India), pictured above. Seated, /eft to 
right, are Mr Malcolm Walters, C.B.E., Secretary of the Institute ; 
Mr K. E. S. Iculam Mohideen, A.I.C.W.A.; Mr V. Kalyanaraman, 
Hon. Secretary of the Southern India Region, and Mr V. C. 
Rangadurai, BA B.L., F.C.W.A., F.I.C.W.A. 





With a nominal membership of 4,119 at December 
31st last, compared with the Institute membership of 
47,652 at the same date, it is salutary to be reminded 
of the Association's dependence upon the generous 
benefactions of earlier years. 

The management committee has expressed its 
concern at the thought that suitably qualified persons 
are not always sufficiently well aware of the help which 
is available from the Association. In a number of cases, 
inquiries on behalf of such persons have been received 
from friends and other sources instead of by direct 
approach. By arrangement with the Institute, a note 
will in future be sent in all cases where the death or 
resignation of a member is reported, drawing attention 
to the assistance which is available if the need arises. 
If help is not immediately required, it is suggested 
that this note should be kept for reference should the 
necessity arise in future. 

At December 31st, 1969, assistance was being given 
in 160 current cases, and the total relief disbursed by 
the Association since it was founded in 1886 amounts 
to £552,752. The Association has also taken up 
nomination rights to the Housing and Community 
Association (see ‘Accommodation on Retirement’, 
The Accountant, January 22nd, 1970) which may 
relieve an otherwise eligible tenant of the need to find 
the substantial deposit which is usually required. 


Textile Machinery Allowances 


HE Textile Council, which recently submitted a 
case for increased rates of annual writing-down 
allowances for textile machinery, has now been advised 
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that the Inland Revenue will accept a rate of 25 per 
cent for the purposes of sections 20 (3) and 24 of the 
Capital Allowances Act 1968. This is limited to capital 
expenditure incurred on the provision of new ma- 
chinery or plant after November sth, 1962, operating 
on three shifts or more, and will apply for 19609-70 
and subsequent years of assessment ; or, in the case of 
limited companies, for all accounting periods ending 
after April 5th, 1969. 

In a Parliamentary question set down for next 
Monday, Mr Kenneth Baker, M.P. (Cons., Acton) is to 
ask the Chancellor of the Exchequer to consider 
extending this investment incentive to the whole of 
British industry. 


Questions in Parliament 


PART from Mr Baker’s point on machinery 

allowances, above, another question on Monday 
stands in the name of Mr Cranley Onslow (Cons., 
Woking) who is to ask the President of the Board of 
Trade when he expects to receive the report of the 
inquiry into the affairs of Pinnock Finance. 

On Wednesday, Mr Nicholas Ridley (Cons., 
Cirencester and Tewkesbury) will ask the President 
of the Board of Trade to reduce the amount of form 
filling required of small businesses; and Mr John 
Osborn (Cons., Sheffield, Hallam) is to ask how the 
number of voluntary and compulsory liquidations of 
businesses for the first quarter of 1970 compares with 
the previous eight quarters; and what estimate has 
been made to the effect of the credit squeeze and 
interest rates on medium and small businesses by 
liquidations, closures, take-overs and enforced mergers. 


Decimalized Payrolling 


ZS acquaint businessmen and the general public 
with the conversion of payroll procedures to 
decimals, the Decimal Currency Board has issued 
another publication in their series of reference 
booklets. 

Entitled Payrolling, and published by HM Stationery 
Office, price 1s (sp), it deals with the various aspects of 
the subject, including the conversion of salaries, wage 
rates, piece-work and bonus rates. Twelve ‘facts to 
remember’ when making the change-over are listed at 
the beginning of the booklet, and the reader is strongly 
recommended to refer to the Department of Employ- 
ment and Productivity’s publication Wages and 
Salaries: Conversion to Decimals so that there can be 
no doubt, or misinterpretation of terms, when dealing 
with wage and bonus rates. Indeed, a summary of the 
DEP recommendations is included as an appendix 
to the Board's booklet, which also stresses the 
need for timely consultation between employers and 
unions. 
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Government planning is given some prominence in 
Payrolling as it affects PAYE, National Insurance and 
graduated contributions, but the Board considers that 
these will present no problems because from April 6th 
of this year the Inland Revenue has been providing 
suitable means to enable tax to be calculated in decimal, 
and the Department of Health and Social Security has 
been providing graduated contribution tables cal- 
culated afresh in decimal form. 


Woman Candidate for Association's 
Council 


MONGST the candidates for election to the 

Council of The Association of Certified and 
Corporate Accountants is Miss Vera June Di Palma, 
F.A.C.C.A., who was admitted to membership of the 
Association in 1956 and is now President of the 
Certified Accountants Women’s Society. If successful, 
she will become the Association’s first woman council 
member. 

The first woman to be elected to the Council of any 
of the recognized United Kingdom bodies of ac- 
countants was Miss Phyllis Elizabeth Ridgway, B.A., 
F.C.A., who was admitted to the Society of Incorporated 
Accountants and Auditors in 1922 and was a member of 
its Council from 1949 to 1957. 


Insurance Survey 


AST week's report on the insurance industry 

published by the Consumer Council (price 155) 
suggests to the industry that, while it is changing its 
structure and marketing methods, it should give 
serious attention. to the consumer's viewpoint. In 
addition, it is clear that the Council wants the Board 
of "Trade to become more involved with the industry 
than at present. 

One of the most far-reaching proposals put forward 
is that there should be an Insurance Commission, set 
up under the Board of Trade but operating inde- 
pendently from it, and with a purview which would 
extend across the whole field of insurance. The 
Consumer Council envisages that its range of re- 
sponsibility should cover, in the main, the two related 
roles of ensuring protection for the consumer and of 
providing independent tribunal facilities (with defined 
powers of jurisdiction) to which policy holders could 
refer their complaints and disputes. 

Among the functions of the Commission, as seen by 
the Consumer Council, would be examining newly 
formed companies registered for the transaction of 


* insurance and making recommendations to the Board 


of Trade; ensuring that existing companies complied 
with the existing legislation regarding their operations 
and submission of accounts; developing a central 
department for insurance statistics on the basis of the 
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A further course on 'Auditing of computer systems' was held by The Institute of Chartered Accountants in England and Wales at the 
Hotel Metropole, Brighton, from Tuesday to Friday of last week. Among the subjects considered were 'Internal control in computer- 
based systems’; ‘Accounts verification’ ; ‘Special audit techniques’, and ‘Computer service bureaux’. Some of those who took part are 
pictured above. Top picture, /eft to right, Mr D. A. Bernstein, A.C.A., Mr J. B. Faris, A.C.A., a speaker, Mr B. J. Clark, A.C.A., Mr 
A. J. Waring, B.A., F.C.A., and Mr C. A. Parritt, A.C.A., a speaker. Centre pictures. Left. Mr B. G. Jenkins, M.A., A.C.A., the course 
director, /eft, talking to Mrs H May-Hill, A.C.A., and Mr P. W. G. Barnes, C.A. Right. Mr A. H Percival, A.C.A., Mr J. E. Rule, F.C.A., 
a speaker, and Mr R. W. J. Foster, F.C.A., A.T.l.l. Lower pictures. Left. Mr E. J. Holdroyd, MA A.C.A., Mr |. D. Watson, C.A., a 
speaker, and Mr F. Bullock, A.C.I.S. Right. Mr W. E. Davies, F.C.A., Mr P. M. Benson, MA A.C.A., a speaker, and Mr C. H Amatt, 
F.C.A. 
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work already done in this field by the Insurance 
Companies Department of the Board of "Trade; 
providing independent tribunal facilities for the 
complaints and problems of policy holders, after prior 
reference to the appropriate bodies in the industry, 
and initiating and administering a system of licensing 
insurance brokers. 

The Consumer Council "feels that initially the 
membership of the four brokers' organizations should 
be licensed and, at the discretion of the Commission, 
other brokers considered suitable to practise. Licensing 
of agents is not considered practicable or desirable. 

Besides this, the Consumer Council feels that the 
payment of commission to brokers should stop in 
favour of them being paid, on a fee basis for work 
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done, by their clients. This is not a new suggestion, 
but so far it has met with a good deal of opposition 
from the brokers. 


Sixpenny Reprieve 


ONTRARY to the ‘unanimous and strong view’ 

"of the Decimal Currency Board, the Chancellor of 
the Exchequer announced this week that the sixpence 
will be retained as legal tender for at least two years 
after *D'-day — that is, until February 15th, 1973. 
The original intention was to demonetize the coin at the 
end of the change-over period, which is now expected 
to run for about a year. 





THIS IS MY LIFE 


A Prophet without 
Honour 


by An Industrious Accountant 


TC managing director appeared in my doorway 


with that typical expression of his which indicated 
carefully cloaked suspicion. I was tempted to ask to 
what I owed this unexpected honour, for he usually 
summons his subordinates to his own desk; discretion, 
however, saved me at the last moment. 

‘It’s about our investment portfolio of the staff 
pension fund', he remarked as he sauntered forward — 
‘Chap in the club said at lunchtime that last month's 
trade figures were flashing danger signs. What's our 
forward policy with equities?' 

It's always a danger sign so far as I'm concerned 


when nitwitted club clots tell half-baked half-truths: 
to our board members, so I temporized cautiously. We 
had no reason to worry unduly, I replied; our stock- 
broker kept us in constant touch with the market. : 
Temporary price troughs might look alarming, but 


with our present high liquidity they could in fact be 
beneficial, as they enabled us to pick up bargains at 
rockbottom quotes. 

This particular apologia was, of course, a shrewd 
effort to pass the buck to our stockbroker; this was 
logical because, after all, the raison d'étre of professional 
advisers is to face the music if their mystique has 
backfired, so to speak. They're at the end of the line, 
because the board has entrusted chairmanship of our 
pension fund to the MD, who in turn tends to hold me 
personally responsible when we show book losses on 


investments. Though, for all I know, our broker 
blames the financial Press for faulty crystal-ball- 
gazing, and so it goes on. 

Anyhow the MD uttered pressingly interrogative 
noises, so I produced our schedule of equity holdings. 
Banks first, followed by unit trusts, naturally — because 
they've escalated remarkably over the last decade and 
can be relied upon to make a good impression on the 
unsophisticated — then some rather portentous plati- 
tudes on industrials in general. 

They were not what they were twelve months ago, 
admittedly; but then the overall average price has 
practically doubled over the previous ten years. Gains 
in Electricals and Stores were balanced by losses in 
Motors and Insurances, but long-term prospects were 
promising. 

The MD ran his finger down the bleakly declining 
graph of market values for 1969—70 to date, and said 
with a wintry smile that escalating cost-of-living 
indices had practically wiped out the peak share prices. 
A dynamic policy was plainly necessary at this juncture ; 
what did I foresee ahead? Any specific speculation to 
absorb our loose cash? 

Now it must be confessed that my Stock xchange 
expertise is sadly mediocre. I’ve never had the born 
gambler’s flair; an innate scepticism has always 
ensured that I’ve bought above the lowest price and 
sold below the top. 

In principle the ‘go-go’ policy of getting in and out 
quick, with a small but sure profit is appealing, but 
early years of precision-orientation tend to inhibit me. 
Besides, later years of dabbling have convinced me 
that for real success there’s no substitute for inside 
information of a four-leafed clover. Perhaps selective 
purchases over the next few months on an ad hoc 
basis. ... 

The MD cut ruthlessly across my hesitation. 'See 
the broker and report to me as soon as possible with 
his firm recommendations', he said curtly, and left 
me gloomily conscious of my shortcomings as a financial 
prophet. 
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Centenary Celebrations 


of the Liverpool Society of Chartered Accountants 


HE work of the accountant in industry and commerce, 

in the community and in social welfare service was 
warmly praised by the Lord Mayor of Liverpool, Alderman 
Stephen Minion, when he led the city's tribute to the 
Liverpool Society of Chartered Accountants which 
celebrated its centenary last week. 

The Society — the oldest body of accountants in England 
and Wales — marked the centenary by presenting a silver 
water ewer to the collection of silver at the "Town Hall, and 
also a pair of silver coffee pots for the new headquarters of 
the Institute in London. 


Civic reception 


The celebrations began last Thursday evening when the 
Lord Mayor and Lady Mayoress, together with Mr E. L. 
Ashton, M.A., F.C.A., President of the Liverpool Society, 
and Mrs Ashton, received more than 400 members and their 
ladies at a civic reception in the beautiful 18th-century 
Town Hall. 

Speaking from the minstrel's gallery in the large ballroom, 
the Lord Mayor extended a formal welcome. ‘We have had 
many memorable occasions in this Town Hall but few give 
me greater pleasure than this', he said. 

"While centenaries are not altogether unexpected in a 
city as old as Liverpool, it is a noteworthy occasion when a 
professional body so respected and treated with such awe 
completes 100 years’ service. I am sure that from the very 
firm foundations you have laid and with the trust placed in 
your Society, you will go from strength to strength in the 
years that lie ahead', he declared. 


At the civic reception held last 
Thursday evening. Mr E. L. 
Ashton, MA F.C.A., President 
of the Liverpool Society (/eft), 
with Alderman S. Minion, the 
Lord Mayor of Liverpool, and 
Mr R. G. Leach, C.B.E, F.C.A., 
President of the Institute, to- 
gether with, /eft to right, Mrs 
Leach, Mrs Minion and Mrs 
Ashton. 


Alluding to the fact that the celebrations were being held 
in Budget week, the Lord Mayor said the welcome was 
especially warm at this time which usually resulted in 
many anxieties, headaches and worries for accountants. 

"While these anxieties have not been lessened, at least 
they have not been increased on this occasion — perhaps 
the Chancellor is not without heart and, knowing you were 
celebrating your centenary, left you to consolidate on 
legislation from last year's Budget!’ he added. 

Acknowledging 'this magnificent reception', Mr Ashton 
said the fact that the City of Liverpool received its first 
charter in 1207 and that the Town Hall itself was built in 
1749 and rebuilt after fire in 1795, put the Society's 
centenary in true perspective. 


Service of thanksgiving 


On the Friday morning there was a service of thanks- 
giving and rededication at the Liverpool Parish Church - 
the sailor’s church — a few yards from the waterfront. The 
service was conducted by the Rector, Canon G. E. Young, 
and the preacher was the Bishop of Chester, the Rt Rev. 
G. A. Ellison. This was followed by a civic luncheon at the 
Town Hall, when Mr Ashton formally presented the silver 
water ewer to the city. 

Making the presentation to the Lord Mayor, he said the 
Society wanted to mark its centenary in a tangible way. 
The choice was inspired after a word with ‘the man behind 
the throne’ - the Lord Mayor's butler — for they wanted to 
present a piece that would be used as well as ornate. 

‘I hope you will agree our choice is a thing of beauty, 
demonstrating the skill of the silversmith, that it will match 





THE 


ACCOUNTANT 


594 





some of the city's collection and will be of practical use’, 
he said. ‘We hope it will be used and will give pleasure to 
the eye, reminding the city of the respect, the affection and 
the loyalty this Society has shown to the city for the past 
100 years and will continue so to do.’ 

Mr Ashton said it was with pride that he made the pre- 
sentation on behalf of the Society — pride that the founders 
defined standards and saw they were maintained, pride in 
the generations of members who followed and who upheld 
these standards with no falling away, and pride in the present 
generation of accountants who were seriously equipping 
themselves to face the problems of the future as well as of 
the present. 

‘We carry forward into our second century the same 
spirit of service to the city, to the profession and to the 
country', M1 Ashton added. 





At the centenary banquet and ball held last Friday, Mr Ashton 
presents to the President of the Institute the pair of silver coffee 
pots for the new headquarters at Moorgate Place. 


April 23rd, 1970 


After the service of thanksgiving 
held on Friday morning at 
Liverpool Parish Church. Left 
to right: the Lord Mayor of 
Liverpool and the Lady Mayoress, 
Mrs Leach, The Rt Rev. G. A. 
Ellison, Bishop of Chester, Mr 
R. G. Leach, President of the 
Institute, Mrs Ashton, Mr E. L. 
Ashton, President of the Society, 
and Canon G. E. Young, Rector 
of Liverpool. 


'The Lord Mayor, obviously moved when he accepted the 
gift, said the water ewer would be placed on show at the 
next meeting of the City Council. It would be kept in the 
city's silver collection and would be brought out on every 
possible suitable occasion. 

The Lord Mayor said that accountants by their integrity 
made a real contribution to the community and to life 
itself. The names of some of the founders of the Society 
were still in being today — names that were highly respected 
in the city. He went on to mention that three accountants 
had occupied the office of Lord Mayor - J. 5. Harmood 
Banner in 1912-13, W. Denton in 1936-37 and, more 
recently, Reginald C. Bailey in 1955-56. 

Alderman Minion then expressed appreciation to 
accountants for the voluntary work they did. As Lord Mayor 
he was president of some 40 voluntary organizations and 
time after time he met accountants giving their time and 
their service, not merely on audits and balance sheets, but 
in furthering the work of these bodies. This was a tremen- 
dous contribution of which they could be proud. 

Other speakers at the civic lunch included Mr R. G. 
Leach, C.B.E., F.C.A., President of the Institute, who said 
there was always something special about the welcome in 
Liverpool; Mr Stanley Holmes, Town Clerk of Liverpool; 
and Mr J. L. Salt, F.1.M.T.A., Liverpool City Treasurer. 


Centenary ball 


Highlight of the centenary celebrations was the centenary 
ball at the Adelphi Hotel, attended by 800 members and 
guests. The Society engaged all the public rooms for this 
night to remember, and the banquet was laid out in three 
rooms — the Banqueting Hall, the Derby Room and the 
Sefton Room. 'The President and Mrs Ashton moved 
between the three dining-rooms. 

Guests assembling in the lounge before dinner celebrated 
with champagne, and afterwards there was dancing to three 
bands on three dance floors. For good measure, the young 


ein heart had the facility of dancing to a discothéque until 


2 a.m. 

In a short address of welcome to the guests, Mr.Ashton 
said it was gratifying that the officers of the Institute had 
found time to join in the celebrations. 

Presenting the silver coffee pots to the President of the 


THE 
April 23rd, 1970 


Institute to commemorate the Liverpool centenary, Mr 
Ashton said: ‘May they pour without drips and be a delight 
to see as well as to use and be a constant reminder of the 
Liverpool Society in its first roo years.’ 

In reply, Mr Leach said he was proud to participate in 
the Liverpool celebrations. The Institute, he said, was only 
go years old and the relationship between parent and son 
was, therefore, a little unusual. It was remarkable that in 
1880, when the Institute received its charter, there were 
587 members; today there were 48,000. 

'The Liverpool Society had always had an independent 
mind and was not likely to alter its views in the future. It 
was interesting to recall that in January 1879 when the 
London Institute, the forerunner of the present Institute, 
adopted a resolution that membership should be restricted 
to those whose sole business was accountancy, Liverpool 
was the only provincial society to express unqualified 
support. ‘Had that support not been forthcoming, where 
would we have been today? 

Mr Leach said the coffee pots would be used for the 
first time when the Queen Mother formally opened the 
Institute's new headquarters on May 6th. 

Then came a surprise presentation. The Liverpool 
centenary, Mr Leach said, was a signal occasion, and to 
commemorate this on behalf of the Institute, he presented to 
the Liverpool Society a silver gavel and block made by the 
Sheffield silversmith, Mr Cyril Benny. 


Tributes 


Representatives of all branches of the accountancy pro- 
fession and of the business, financial and civic life of 
Merseyside joined in the centenary celebrations. Although 
two and a half years! intensive planning preceded the 
occasion, it was in fact eight years ago that a special fund 
was launched by the then President, Mr Stanley Morris, 
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Mr Leach holds the silver-mounted gavel and block which he 
presented to Mr Ashton on behalf of the Institute to mark the 
Society's centenary. 


F.c.A. Then in December 1:967, a four-man centenary 
committee was formed with Mr M. G. Lyon, F.C.A., as 
centenary manager. Last year the committee was put on a 
more formal basis and co-opted other members to under- 
take particular responsibilities in connection with the 
celebrations. 

Those behind the scenes received a special commend- 
ation from Mr Leach when he said Liverpool's centenary 
would always be remembered in the history of the 
Institute. 





At the centenary ball, /eft to right: the President of the Institute and Mrs Leach, the Lord Mayor of xc and the Lady Mayoress, 


and the President of the Liverpool Society and Mrs Ashton. 
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Yield-value Depreciation 


by JOHN MATTHEWS, B.Sc.(Econ.), F.C.A. 


In this article the writer puts forward for the consideration of the profession a proposal 
relating to depreciation accounting which, he suggests, represents a modest reform, 


the advantages of which can hardly be disputed. 


HAT people want to know about a business is 

whether it is making or likely to make satisfactory 
profits. Whether a particular sum in net profit is 
satisfactory or not is judged in relation to the sum of 
the resources employed to achieve it. For this relation- 
ship to be reliable as a criterion of satisfactoriness, the 
resources employed should be valued contempor- 
aneously with the profit to which their sum is to be 
related. 

Current assets, even if shown in the balance sheet at 
cost and not at exchange value, are not far from the 
latter, cost having been recently incurred. The cost of 
non-current assets is more often than not of older date. 
For freehold premises a contemporary valuation can 
and should be obtained.! For assets which are used 
up or sold off piecemeal (mines, quarries, leasehold 
property) a value can be given to the proportion of 
original cost used up. For plant and equipment used 
in production, however, cost less depreciation is 
wholly unrelated to their contemporary value in terms 
of current yield, which is the contribution each item 
is making to the net profit of the particular year. It is 
this problem which will be examined in the present 
article. 


Current views of depreciation 


Depreciation of use equipment is ordinarily viewed as a 
total amount to be apportioned over a period, the 
diminution in value between cost at the date of acquisi- 
tion and estimated exchange value at the expected 
date of retirement. This total amount is to be allocated, 
equally or equitably, among the intervening years. 
It is a question of matching expense against revenue. 

An alternative approach is to adjust the asset value 
to exchange value, supposing this can be discovered, 





! [n North America it is customary to enter buildings on one 
account and land on another. The former depreciate, the latter 
fluctuates in value. In these circumstances buildings might, like 
equipment (as explained later), be valued by reference to yield 
(e.g., current rental levels). 


at each accounting date. This method of assessing 
annual depreciation does not, in general, commend 
itself to accountants because it seems both inequitable 
in the matching of expense against revenue, and 
unrealistic in that not only is exchange not intended 
until retirement, but also the asset is clearly worth to 
the user more than exchange value; if it were not so 
he would sell it. 

A third proposal which seems to combine the total 
sum view with annual valuation, is to estimate at each 
year-end the present value of remaining net benefits. 
It fails of practical application because no reliable 
estimate of the latter is possible. 


Book-keeping necessity 


In the recording of depreciation, the rules of double 
entry require that revenue be charged with the annual 
instalment, however determined, and that the same 
amount go to reduce the asset amount in the balance 
sheet. 

For reasons given, the total sum method of esti- 
mating and apportioning depreciation remains in 
general acceptance. Its disadvantage is that at no 
intermediate point does the accounting record provide 
a current valuation of ,the asset. The accountant 
declares with some complacency — the statement is 
undoubtedly true and presumably fair — that cost less 
depreciation does not purport to offer a current 
valuation of the asset. Even if he ventures to adjust 
his figures to cope with a change in replacement cost, 
the result is not a current valuation. 


What analysts need ` 


It is not surprising, therefore, that investment analysts, 
in order to form an opinion of current performance for 
purposes of comparison, find it advisable to reject 
accounting depreciation entirely. What they would 
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wish for, among other things, is a current valuation of 
net assets with which to compare the market value of 
the shares. To be given, instead of a current valuation, 
figures based on cost in the past and residual value in 
the future, is hardly satisfactory. 

Although valuing an investment by yield, actual 
and/or expected, has such obvious validity as to be 
taken for granted, it is worth setting out in precise form. 
The proposition states that the current value of an 
investment is a function of its yield. V —f(Y), where 
V is the value of the investment and Y is the yield 
from it. Expressed in the customary percentage form, 


p xt r being the rate per cent, the percentage 


yield on investment. 

For appraisal purposes, given a series Yr, Y2, Y3, 

. , Variations in V can be calculated with 7 constant, 
or variations in 7 can be calculated with V constant. 
It 1s true that average rates of yield vary in line with 
general interest rates and differ according to the degree 
of risk associated with different classes of undertaking. 
Nevertheless, in general, comparative values for a 
particular class of undertakings at a given date, and for 
a particular undertaking between one year and another 
may be obtained by assuming v to be uniform. 


The whole and the part 


Now if the present value of total investment is deter- 
mined by current net profit, it follows that the present 
value of a portion of that investment, used to contri- 
bute to the net profit, should be determined by, and 
vary in proportion with, its current contribution to the 
net profit. | 

In 1966 the American Accounting Association made 
this point: ‘If information about depreciation is to have 
maximum relevance to user needs it must be co- 
ordinated with revenue from the assets being depreci- 
ated.'? An earlier statement of similar import is found 
in Paton and Littleton, Introduction to Corporate 
Accounting Standards: “The straightline method . . . 
is subject to the objection that it ignores the relation 
of rate of return and remaining investment.'? 

The contribution made by a particular asset can be 
estimated by recording avoidable cost, other than 
interest on capital, against sales or service revenue if the 
output is sold or the service charged directly to the 
customers. Examples are a passenger ferryboat, 
electricity generator, taxicab. If the output goes into 
or serves other production, cost can be set against the 
alternative cost of sub-contracting or purchase ready- 
made. Interest on capital is not included in cost because 
contribution is itself the return on that capital, just as 
net profit is the return on total investment. No appor- 
tionment of general overheads can or need be made., 
As will be seen, the actual rate of estimated contri- 


* A Statement of Basic Accounting Theory (A.A.A. Columbus, 
Ohio). 
3 First published in 1940 by the American Accounting Association. 
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bution is not critical. It is change in contribution which 
measures the change in the value of the investment. 


Independent valuation , 


This line of reasoning may appear to lead into cir- 
cularity. The market value of an investment is derived 
from current earnings modified by what the market 
expects future earnings to be. Analysis of the published 
accounts provides an estimate of investment in opera- 
tions and the yield from this investment. Now if the 
inside man has passed out asset values derived, as is 
the market price of the shares, from current yield, it 
may seem that the relative independence of this 
second method of appraisal is lost. This view, however, 
is based on the fallacious notion that the accountant 
uses some different metbod of valuation. 

The only measure of the current value of an asset 
is in terms of its yield, in income or in exchange, 
whichever is intended and (in theory at all times, in 
practice from time to time) whichever appears to give 
the better bargain. To say that the analyst chooses 
historical cost is to put him in the role of a kind of 
censor, judging the management of the company in 
retrospect. If it paid dearly for the asset it is to be 
blamed for inefficiency; if cheaply, there is praise for 
adroitness. ‘This is not the function of the analyst at 
all. He values the accounting information because it 
comes from detailed knowledge to which he does not 
have access, not because the accountant uses some 
supposedly different method of valuation. 

Given a current yield valuation the analyst will 
ignore original cost. A mistake some years ago will 
have caused at the time an unnecessary depletion of 
cash. Replacement cost and therefore current replace- 
ment provision will not be, or should not be, affected. 


Effect of double entry 


The odd feature of depreciation accounting in this 
context is the seeming necessity for the investment in 
the equipment to be diminished cumulatively by the 
same amount as is taken off profit each year. Given 
the assumption that, Y being independent, if V is kept 
constant r will vary with Y, we have to assume further 
that this relationship is maintained in a series: 


100 (Y,—d,) 
r 


1 


roo ( Y,—d,) 
d 


V—d,= 
E V —(d,4-d;) = 


100 (Y,—d 
V— (dd... pd, AE C09) 
Hn 
It is possible to have series of quantities which will 
solve all the equations, but that is not the point. This 
particular series is not implied in the initial assumption 
that there is a significant relationship between H and r.’ 
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Indeed, only by an extraordinary series of coincidences 
would any method of apportioning depreciation 
among years support the assumed correlation between 
income and investment value. 


Asset depreciation and replacement provision 


The solution to the paradox is to cut the Gordian knot 
and allow the diminution in.asset value to be inde- 
pendent of the amount charged against revenue in 
respect of depreciation in that year. 

The distinction between the two (now separated) 
adjustments can be indicated, and indeed explained, 
by using the term depreciation only for the amount by 
which the asset value is reduced and by calling the 
charge against revenue 'provision for replacement'.* 

Annual provision for replacement may be deter- 
mined in the orthodox way. It is a legitimate operating 
cost arising out of the limitation in the useful life of the 
equipment, a cost which must be included i in calculating 
contribution. The results of the first year's operating 
will give the rate at which contribution is to be 
capitalized each year, for this is the yield from the 
asset when new, when cost coincides with exchange 
value. Since the purpose is to estimate the current 
earning power of the asset, normal capacity operating 
must be assumed. Actual output for the year must be 
adjusted, that is, for exceptional stoppage or overtime 
working. Running costs must be adjusted to, match, 
and also, if they are likely to have been affected 
thereby and if the amount is calculable, repairs and 
maintenance costs. 


Illustration 


Equipment was acquired on January Ist, 1960, at a 
cost of £100,000. Its economic life was estimated at 
ten years, giving about 20,000 operating hours, with 
exchange value at December 31st, 1969, estimated at 
£14,000. Annual replacement provision is to be based 
on actual hours of operation during each year 


Data recorded for 1960: 
Output (adjusted to normal capacity: 


operating) 11,000 units 














Current sub-contract price £2 a unit 
Running costs, repairs and mainten- 
ance (adjusted) £2,800 
Replacement provision £9,200 
Contribution, 1960: | A £ 
Alternative cost of output at normal 
capacity operating 22,000 
Running costs, etc. 2,800 | 
Replacement provision ` ^. 9,200 
_ 12,000 
£10,000 








— TO per cent of £100,000 
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Ten:per cent is the rate at which contribution will be 
capitalized. In order to calculate the depreciation for 
1960, the contribution to be expected for 1961 has to 
be estimated, for this must be the measure o. depreci- 
ation at December 31st, 1960: 


- 5 £ 








Output at alternative cost 22,000 
Running costs, etc. 3,300 
Replacement provision . 9,200 

| 12,500 

£9,500 








= Io per cent of £95, ooo, giving g depreciation £ 5000 


The balincé sheet will show: 





Equipment at cost 100,0CO 
Less Depreciation 5,0CO. 
95,000 
Provision for replacement (liability)... ^ 9,200 
Less Asset depreciation per contra 5,000 
! 4,200 





It should be noted that the estimated figures for 
years after 1960 are required only as memoranda for 
estimating depreciation to date, though useful besides, 
or perhaps provided already, as budget estimates and 
standards for the appraisal of performance. Actual 
figures will be available for reference in estimating for 
the year ahead. 

To complete the illustration, assumed figures for 
1960 to 1969 are given in the table on page 599. Actual 
results, except in the case of output, are omitted in 
order to direct attention to the main feature. Replace- 
mient provision, column 4, estimated-for the purpose 
of predicting contribution, will be amended in relation 
to actual output when known, and the balance in 
column 11 should, in fact, be the difference between 
the actual provision and asset depreciation. With this 
qualification, the table "will, it is hoped, sufficiently 
demonstrate the method. 


Obsolescence 


The initial estimates should not include any allowance 
for possible obsolescence. ‘The impact of obsolescence 
does not occur immediately upon apprehension of the 
fact that there is improved equipment on the market 
or acquired by competitors. It comes when selling 
price has to be reduced; in the case illustrated when 
alternative cost is quoted at a lower figure than {2 a 
unit, which will immediately reduce contribution and 
the asset value derived from it. The necessary increase 


"in replacement provision when this occurs can be 


spread back over the years by charging an appropriate 


4 Strictly, "capital recovery (or maintenance) provision’, „since 
replacement is not necessarily See but replacement SEN 
is the more familiar expression. 
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Asset Contribution Record — 1960 to 1969 


I 2 3 4 5 6 
Running 
costs, 

repairs, Replace- Alter- 

main- Actual ment Adjusted native 

Year tenance output provision output cost 

£ Units £ Units d 

1960 2,800 II,IO00 9,200 11,000 22,000 

1901 3,300 9,200 11,000 22,000 
II,IOO 

1952 3,500 9,000 10,600 21,200 
10,850 

1903 4,500 8,900 10,600 21,200 
10,600 

1904 5,250 8,750 10,400 20,800 
10,400 

1965 5,850 9,550 10,100 20,200 
10,150 

1966 6,700 8,400 9,900 19,800 
9,950 

19607 7,700 8,200 9,750 19,500 
9,700 

1968 8,800 8,000 9,600 19,200 
9,450 

1969 9,200 7,800 0,100 18,200 
9,200 

£57,000 102,500 £86,000 102,050 £204,100 


Estimated proceeds 


portion against undistributed profits. This seems 
preferable to anticipating possible obsolescence in the 
initial calculation of the replacement provision. 


Inflation effect 


The effect of inflation also reveals itself in the data. 
A general rise in prices would entail an inflated contri- 
bution, coupled with an increase in replacement cost. 
Any estimate of the rate of general inflation is ordinarily 
arrived at too late for effect to be given to its gradual 
incidence, so that adjustment for increased cost of 
replacement: is made at somewhat arbitrary intervals. 
If the method expounded and illustrated here is 
adopted, contribution and therefore valuation would 
be affected immediately. 

This is not to suggest that the general price level 
_ rises in the manner of water in a pond when it rains. 
Increases in particular raw material prices, wage 
awards in different industries — offset perhaps by 
improved productivity - will from time to time be 


passed on, perhaps augmented by demand inflation, in. 


the price of the finished product, so that the effect on 
each year's contribution will not be easily detected; 
but the effect will be there. Suppose, referring back 
to the illustration, that during the decade 1960-69 
prices generally rose by 1o per cent, the contribution 
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7 8.. 9 IO II 
Asset Balance 
Contri- deprect- Col. 4 — of 
bution Valuation ation Col o provision 
Á £ Á £ £. 
10,000 100,000 
(1o per cent) 5,000 4,200 4,200 
9,500 95,000 | 
8,000 1,200 5,400 
8,700 87,000 
9,000 — 5,400 
7,800 78,000 
10,000 —I,I00 4,300 
6,800 68,000 
is I0,000 | — 1,250 3,050 
5,900 58,000 
IX,000 | —2,450 600 
4,700 47,000 
11,000 —2,600 — 2,000 
3,600 36,000 I 
. 12,000 —3;800 | —5,8o0 
2,400 24,000 
12,000 | —4,000 — 9,800 
1,200 12,000 
—2,000 9,800 — 
£60,500 
14,000 


in 1969 will be greater than at 1960 prices, and by 
more than Io per cent unless replacement provision 
has been stepped up accordingly. 

This is clearly what needs to be done. Changes in 
replacement cost must be noted immediately and 
reflected in the provision in the year in which they 
arise, any backlog being charged against revenue 
reserve, 

Even so, the recorded asset depreciation over the 
years will be understated in real terms, unless re- 
appraisal of asset value and of accumulated depreciation 
is undertaken, involving a departure from the historical 
record, It seems that some imperfection cannot be 
avoided when accounting in a currency not entirely 
stable. The best that can be said is that with provision 
properly adjusted, revenue, in this respect at least, is 
not distorted. 


Date of retirement 


One way and another, the original estimate of retire- 
ment date and of exchange value at that date are 
unlikely, in the event, to have been accurate. It might 
appear that when yield value drops to the level of or 
below exchange value, as in the illustration in 1969, 
replacement is indicated; but this is not necessarily 
the case. In the first place contribution would almost 
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certainly be at a rate considerably higher than could 
be earned by investing the proceeds in securities. Ín 
the second place, the alternative is more than merely 
an exchange for cash. 

It is exchange, together with investment in new 
equipment which will step up the rate of yield. Com- 
parison of the alternatives — whether to replace at the 
end. of 1969 or at the end of 1970, assuming similar 
equipment is to be purchased at {100,000 — might 
show as follows, discount rate for present value being 
taken at 8 per cent (4 per cent for sums accruing during 
the year): 


A. Replace at end of 1969 Present value 





























5 £ 
Purchase price 100,000 
Deduct Proceeds 14,000 
Contribution, 1970 .. | 9,620 
(£10,000 discounted at 4 per 
cent) : 23,620 
76,380 
Add for replacement SE 
one year 9,850 
(£9,200 discounted at 4 per cent) 
Net present outlay - Gm £85,230 
B. Replace at the end of 1970 £o. . £ 
Purchase price 100,000 
Deduct Proceeds Geet 6,000 
£94,000 87,044 
Deduct Contribution, 1970 577 
(say £600 discounted at 4 per 
cent) 
Net outlay at present value £86,467 


— —— aa, 
————— t ia 


Back in 1968 the calculation might show as follows: 


Present value 


A. Replace at the end of 1968 











D 5 
Purchase price 100,000 
Deduct Proceeds T 19,000 
Contribution, 1969 .. .. ` 9,620 
(£10,000 discounted at 4 per 
cent) 
28,620 
. 71,380 
Add for replacement EES 
one year 8,850 e 
(£9,200 discounted at A per 
cent) 
Net present outlay® £80,230 
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B. Replace at the end of 1969 T £ 
Purchase price 100,000 
Deduct Proceeds 14,000 
£86,000 79,636 
Deduct Contribution, 1969  .. 1,154. 
(£1,200 discounted at 4 per 
cent) 
Net outlay at present value? 4,798,482 








Replacement at a different cost or by improved 
equipment would require a different estimate of contri- 
bution, and therefore of output and avoidable costs, 


"which in the above case were obtained by reference to 


the earlier figures. 


Conclusion 


The main features and advantages of the accounting 
procedure outhned above may be summarized in 
conclusion: 


(1) The incidence of asset depreciation and the 
provision to maintain capital are separated, which 
follows better logic than the practice of tele- 
scoping these into one double entry. 


(2) Every asset in the annual balance sheet can be 
stated at a fair current value without affecting 
profit estimation. 


(3) Forecast data used for the purpose are either 
already available in budgets and standard costs, 
or their introduction would improve the ac- 
counting controls in the business. 


(4) The effects of obsolescence and of particular and 
general price changes are unavoidably brought to 
the attention of the accountant as these occur. 


(5) Information is on record for determining the 
right tume for replacement. 


Accountants may be reluctant, in their notorious 
conservatism, to depart from a method of accounting 
which has been followed long enough to be called 
traditional. Nevertheless depreciation accounting has 
been modified during the last half-century. Deprecia- 
tion is no longer deducted from assets in the books, 
the myth of going-concern value has been abandoned, 
supplementary replacement provisions are recognized 
as necessary, and there is growing recognition that the. 
deduction of accumulated provision from asset cost in 
the balance sheet is illogical and misleading. The 
further change proposed here, if examined dis- 
passionately, represents in accounting terms a very 
“modest reform and the advantages can hardly be 
disputed. 


5 These amounts are lower than outlays calculated above, a 
year later, but one year’s additional replacement provision would 
be incurred, making them £88,740 and £86,992 respectively. 
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` Universities and the Professional 


Examinations 


The Trend towards Increasing Participation 


CCOUNTANCY is being increasingly taught in 
universities. There is hardly a university of any 
size or pretensions in the British Commonwealth 
outside Great Britain itself that does not now offer 
this discipline. If a number of UK universities still 
. have not admitted it yet, this-is due partly to academic 
tradition and partly to the exceptionally strong and 
prestigious position of the professional bodies in this 
country. The implications of this situation will be 
examined later. 

: The question arises whether the universities who 
teach accountancy could or should take over the 
examining function from the professional bodies whose 
preserve it had been hitherto. In some cases the 
professional body exempts university graduates parti- 
ally from its own examinations. In one case at least — 
in Singapore — the local professional body has accepted 
the degree in accountancy of its chosen university as à 
full professional qualification, subject to prescribed 
practical experience. 

It is probably too early to give an opinion whether 
the experiment in Singapore is successful or not. 
I shall attempt only to discuss the problem in general 
terms and to indicate some of the difficulties that 
arise in such a marriage of university department and 
professional association. 

Let us compare the academic with the professional. 
It is not necessary, even if 1t were possible, to draw a 
sharp dividing line between these two types. It is, I 
think, near enough to the truth that all accountants in 
practice and in commercial employment possess a 
professional attitude to theif skill. We may, I think, 
also assume that the professional accountancy bodies 
are professionally orientated. This is not quite the tauto- 
logy that it sounds. It 1s possible to imagine a chief 
accountant who writes 'learned' papers for the tech- 
nical press, as well as to think of academic accountants 
who are teaching in universities but are practically 
orientated. 

I am more concerned with the degree of professional 
as opposed to academic bias that is to be found im 
university accountancy departments. The terms are 
used relatively and not absolutely, and accountancy is 
still a practical skill even when it is SS under 
dreamy spires. 


by PETER TOWSEY, B.Com., F.C.A. 


Let us look at some of the dangers that lurk in the 
way of a successful marriage between professional body 
and academic department. My remarks will concern 
universities in general and not universities in the UK 
in particular. For that reason some of my observations 
may not appeal to those whose experience is confined 
to the UK. The special UK situation needs to be 
examined separately. 


Weaknesses in university attitudes 


Universities stand upon their dignity — rightly so — 
in the field of academic autonomy. This militates 
against the give and take of the ideal marriage with an 
outside body. 
Some universities — especially those overseas — have 
a rapid turnover of teaching staff. This means inevitably 
some instability in standards and orientation and in 
relations with professional bodies. 
Examination papers set by the university will 
reflect the ideas and interests of the lecturers who 


prepared them. ‘The areas on which questions have 


been set will have been fairly covered by the lecturer 
and the examination situation is for that reason more 
favourable to the candidate than in a professional 
examination. Questions set are also likely to be of the 
discursive rather than quantitative kind. 

Examination papers set by professional bodies are, 
I think, inspired by concern that the candidate should 
display certain minimum standards of competence 
when he goes into practice or into his first job. Hence 
a concern to cover substantially the whole gamut of 
accounting functions. Universities are not so inspired, 
and the responsibilities they feel towards the public 
are more indirect and remote. 

Notwithstanding the considerations contained in the 
preceding two paragraphs, many university men reject 
absolutely the possibility that a professional examina- 
tion could be a deeper test of knowledge and under- 


standing than a university degree. 'l'o them a university 


degree must be ‘better’ almost by definition. A corol- 
lary of this attitude 1s that the last word in accountancy 


‘education is a higher degree in that area. 


University selection committees understandably pay 
much attention to higher degrees. In appointing 
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teachers of accounting they might give preference to a 
master's degree over a professional qualification. Such 
a cycle can be self-perpetuating. It could lead to the 
development of a good degree, but one biased towards 
business finance, controllership, etc. — and not a 
truly accounting qualification at all The newly 
qualified graduate would probably be able to write 
beautiful essays upon financial problems; but his 
abilities to keep the books would scarcely have been 
tested. 

The difficulties are not insurmountable, and not all 
of them exist in every university with an accountancy 
department. It is necessary to recognize them in order 
to circumvent them or compromise with them. Indeed 
compromise is the operative word. The universities 
do have a vital contribution to make to accountancy 
education and in the process must be permitted to 
leave their own imprint upon training programmes. 

There can be no question, even where links with the 
local professional body are very close, of a university 
accepting dictation from that professional body. But 
if relations are really good, there should be no difficulty 
in arriving at the right kind of compromise ~ as long 
as the university recognizes that: 


(1) accounting is a practical skill; and 


(2) the standards of expertise in the recognized 
professional bodies are very high. The problem 
is not to raise accountancy to a university level, 
but rather to raise university accountancy nearer 
to professional standards (with some modifica- 
tions or orientation). 


Academic inferiority complex of accountants ? 


Some university accountancy lecturers contribute 
to the misunderstandings about their discipline. They 
try to dress it in a spurious academic dress. They speak 
of raising it ‘above the technician level’. They disclaim 
any intention to train ‘mere book-keepers’ and they 
refer somewhat slightingly to the mechanics of double 
entry’. 

These apologetics are puzzling. The medical 
profession has never been ashamed of the healing art 
which is its basic function. I have yet to meet a doctor 
who would refuse to staunch the wounds of a man 
bleeding to death on the grounds that ‘that is a tech- 
nician’s job’. The medical profession is so well estab- 
lished in social esteem that its members do not need to 
justify themselves in an academic milieu. Is it because 
accountancy does not enjoy quite the same social 
standing as a profession, that accountants are led into 
these absurd and irrelevant apologetics? 

That is a rhetorical question. Let us not. spoil its 
effect by attempting an answer. 


The UK situation 


England, as befits a nation of eben adopts a 
generally pragmatic attitude towards accounting. Add 
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to this the enormous prestige of chartered accountants, 
recognized 1n university circles, and we have an atmo- 
sphere not very favourable to the academic approach. 
As one UK professor of accounting put it, “More than 
go per cent of our accounting students go on to be 
articled clerks in chartered accountants' offices after 
taking their degree. Under these circumstances it does 
not matter very much if we have left a few gaps in 
their professional equipment. The gaps will be filled 
in’. In other words, the period of articles followed be 
the professional examinations is recognized as the 
finishing school, or less flatteringly, as a long stop to 
protect the public against the inadequately equipped 


` accountant. 


In one respect this is a pity. The universities in the 
UK are inhibited from increasing participation in 
accountancy education. But such increasing participa- 
tion is unmistakably a world trend. There is some 
danger that the UK may be left out on a limb. 

Recognizing the world trend, it appears necessary 
to accept it and to guide it. The implications will be 
more emphasis on formal study, less on articles. The 
interest of the professionals will be to keep the shift in 
emphasis within bounds. Sooner or later, I submit, 
consideration will have to be given to a shortened 
period of articles of, say, two years for the graduate 
who has specialized in accountancy at university. Does 
it really make sense that he must serve the same period 
of articles as a graduate in classics or in egyptology? 


— 


Conclusion 


The world trend is towards increasing university 
participation in accountancy education. The account- 
ancy profession has an interest in guiding and con- 
taining these developments, not in resisting them. Some 
new thinking on the professional side will be needed. 
The universities on their side should recognize 
their own disabilities. Above all, they must recognize 
accountancy as a practical skill — even as the doctors 
have always regarded their own skill and have always 
insisted on qualifying practical experience. 

Accountancy, unfortunately, has not yet achieved 
the same social standing as the medical profession. As 
snobbery is the psychological refuge of persons of 
insecure or uncertain social status, so a certain feeling 
of academic poor-relationship has prompted some 
accountants to make irrelevant pretentions for their 
own profession. 

I believe that the trend towards increased university. 
participation in accountancy training (leading possibly 


eventually to assumption of professional examination 


functions), will remove the need for such apologetics. 
Let us hope that the right kind of compromise will be 
"worked out, such as may produce a good ‘complete’ 


"accountant. But being a complete accountant does not 


exclude knowledge of the latest quantitative manage- 
ment techniques. It is in this field that the universities 
have perhaps a special contribution to make. 


_ 
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Living with Unlimited Liability 


HERE have been recent rumours that yet another 

suit against a-leading accountancy firn was in 
the offing. It was announced that a detailed investi- 
gation of the affairs of Mill Factors had been carried 
out by the Morgan Guaranty Trust Co, following a 
default last year on a $5 million loan to Mill Factors. 
And, according to The New York Times, several of 
America’s largest banks are planning to sue Lybrand, 
Ross Bros & Montgomery in its role as the defaulting 
company's auditor. This would represent another — 
and possibly even more dramatic — example of the new 
fashion (already commented upon in this column) of 
treating the auditor as the scapegoat for a financial 


failure. 


Spreading the risk 


If accountancy firms are to survive in this perilous 
environment, they will clearly have to pay more 
attention than in the past to ways of spreading the risk. 
The American Institute has been giving very high 
priority to the problem. So long as firms are unable 
to incorporate or to form limited partnerships — as is 
being increasingly done by investment houses and 
other professional firms — insurance offers the best 
mezns of defence; and the Institute has for some time 
been interested in the possibility of developing a 
standard form of policy. In the meanwhile, however, 
accountancy firms are left in no doubt as to their 
need for adequate coverage, and insurance companies 
are becoming more active in meeting the need. 

The ‘Big Eight’ in the American profession heve 
been aware of this problem for many years. With 
their world-wide interests añd exposures, they have 
additionally insured through Lloyd's and through one 
or two Canadian or other brokers who have specialized 
in this business. Premiums payable under these 


policies are said to amount to {x million or more ` 


annually. Coverage of this order is obviously beyorid 
the reach — or the needs — of the average smaller Ameri- 
can firm. Yet their growing enthusiasm for the subject 
is illustrated by the publications list for 1970 issued Dy 
the AICPA. One item (priced at nearly £15) is a discus-. 
sion, on tape, by three lawyers of how a firm must 
conduct its affairs if it is to avoid legal confrontations.! 


1 Accountants’ Legal Liability. Recorded discussions (two tapes), 
from the American Institute of Certified Public Accountants, 666 
Fifth Avenue, New York, N.Y. 10019. Price $35. 


from Our United States Correspondent 


Evidently the willingness of insurance companies to 
serve this new market has become much greater than 
it used to be. During the twenties and thirties, account- 
ancy firms that were not among the leaders of the 
profession were regarded as doubtful risks by the 
insurers and were in any case reluctant to make what 
they regarded as an unnecessary addition to their 


. overheads. Today, any well-established firm in any of 


'the larger cities can be expected to take out coverage. 
The insurance industry has recognized the need to 
offer this type of protection, and one broker specializing 
in it has now written many hundreds of policies. 

The growth of this business has allowed premiums 
to come down to levels that do not seem out of line 
with other types of coverage. Ás an extreme case, a 
one-man office can expect to cover up to {50,000 in 
professional liability in return for an annual payment 
of around £50. The rate per head becomes lower as the 
size of the office increases. But in view of the unhappy 
record of Court actions 1n recent years, higher coverage 
is usually recommended. Even so, a ten-man firm can 
expect to protect itself against a $1 million claim by 
taking a policy costing it less than {200 a year. 

It remains extremely difficult for the smaller firm to 
judge how much coverage it ought to take out. If most 
of its clients are of limited resources, they are unlikely 
to risk the costs of a suit — even if they believe that 
they stand a good chance of winning. More powerful 
clients are becoming less inhibited in their threats of 
legal action, though they usually count on reaching a: 
settlement before the affair 1s actually dragged through 
the Courts. If this trend continues, one thing seems 
certain: premiums will go up, and so will the cost of 
accountancy services. 


Discouraging precedent 


In this respect, the precedent set in America for 
other professions is not encouraging. A suit against a 
doctor by an aggrieved patient — or by his parents — 
is now entirely commonplace whenever recovery is: 
slower or less complete than had been hoped. These 
risks are insured against as a matter of course, and the ` 
premium may cost {1,000 or more a year. Only lawyers 
seem to retain their mysterious immunity to suits on the 
score of professional liability. Accountants can no longer 
aspire to this privileged position. For them, liability re- 
mains unlimited and the risks correspondingly serious. 
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Prestige Group Sets the Scene . 
for New Shareholders 


N theory, new shareholders in a company should not 

need to be introduced to the company after they have 
bought their shares. In theory, the new shareholder should 
have done all the research and should know what the 
. company does, where it does it, how it does it, and how well 
it is likely to do it. But the individual investor who buys 
shares in a company knowing all the necessary detail is a 
rare bird indeed, and this column even begs to doubt 
~ whether institutional investors know all there is to know 
about every company whose shares go on to the portfolio 
list. 

Even so there are few companies which, in their annual 
reports, acknowledge the fact that the report is being read 
- every year for the first time by entirely new shareholders. 
A few companies send new shareholders a welcoming 
letter and a pamphlet or two, but they are very much the 
exception. 

New shareholders are expected, by and large, to fend for 
themselves. Which makes all the more interesting the page 
headed ‘For New Shareholders’ in the 1969 report and 
accounts of The Prestige Group. It is a right-hand. page 
in the report and is placed opposite ‘1969 in Brief’ which 
provides shareholders old and new with.the main figures 
of the year under review, with a comparison with the 
previous year and the percentage difference. 


American control 


The figures in ‘1969 in Brief’ are as follows and they give 
the bare bones of the business in shareholder terms. 


THE PRESTIGE GROUP LIMITED and Subsidiary Companies 


1969 IN BRIEF 4969 


1968 % Increase 
(decrease) 
SALES š . £14,357,872 £13,845,359 37% 
PROFIT BEFORE TAX . £2,636,066 £2,466,376 6:9% 
Profit before tax as percentage of sales 18:395 17-8955 
CORPORATE TAX £1,263,754 £1,114,531 13-49 
EARNINGS AVAILABLE FOR I 
ORDINARY SHAREHOLDERS £1,339,081 £1,318,614 15% 
ORDINARY DIVIDENDS 
Cost: 1749/5 (1968—1619/5) per 5s. share 
gross . £783,582 £738,663 61% 
Earnings cover for ordinary dividends 1:7 times 1:8 times 
UNAPPROPRIATED PROFIT š zc £555,499 £579,951 (4294) 
CAPITAL EMPLOYED š š . £10,150,344 £9,626,425 54% 
Profit before tax as ai aids of 
capital employed . 260% 25:6% 


The flesh is provided on the opposite page to the figures 
and at the end of the paragraphs headed ‘History and 
Business' there is a clue to the 'shareholder orientation' of 
the report. The clue is in the words ‘American Home 
Products Corporation of New York, USA, is the owner 


of approximately 69 per cent of the issued ordinary share 
capital of Prestige’. 

Prestige was incorporated in England as a private com- 
pany in 1936 and was converted into a public company in 
1948 and changed its name from Platers & Stampers to 
The Prestige Group in 1956. The company makes a wide 
range of domestic products sold under the brand names 
‘Prestige’, ‘Sky Line’, ‘Ewbank’, and 'O-Cedar. UK 
distribution is mainly through wholesalers, and some two- 
fifths of the group's sales are in overseas markets. | 

The company is the largest housewares manufacturer in 
the world outside the United States. Growth: effectively 
began in 1946 — the company having worked on munitions 
during the Second World War years. In 1948 issued ordi- 
nary capital was £260, ooo, whereas it is now approaching 
£a: s million. 

"There are five factories i in England, at Burnley, Derby, 
Blackburn, Accrington and Birmingham, and there are 


works abroad in Belgium, France, Germany, Australia 
‘and South Africa. Products range from kitchen tools and 


gadgets, through saucepans, electric kettles, and kitchen, 
bathroom and garden equipment to carpet sweepers, mops 
and SES | d 


Ten years 


"The ten-year record shows that in the 1960s earnings per 


share reached their peak in 1965. Between 1960 and 1965 
earnings rose from 6d to 1s 6-7d a share, although ordinary 
capital rose from £1,300,000 to £2,984,344 during that 


period. In 1966, on an unchanged equity, earnings fell 


to 1s 3:9d a share and in the following two vears rallied to 
I$ 4:2d and 1s 5-7d. In the past year, with the equity. 
increased to £4,477,612, earnings. were 1s 5:9d a share. 
Only in one year, however, has there been no increase in 
dividend. In current capital terms the payment was held 
at 147/, per cent for 1966, and with that exception the 
payment has risen year by year from the equivalent of 
7j, per cent in 1960 to the current level of 174 per cent. 
"Ihe ten-year sümmary is reinforced by five financial 


charts covering the 1965-69 period. The charts. show sales, 


éarnings, capital employed, pre-tax profits, as a percentage 
of capital employed, and cash-flow. 


- ` 


American connections 


The company's strong American connections are reflected 
in various ways. There are four Americans on, the board. 
The company's bankers are Barclays and Morgan Guaranty 
Trust Co of New York, and there is reference.in the 
directors’ report to' the considerable benefit received for ` 
many years from a continuing flow of manufacturing and. 
marketing know-how, research, and technical information 
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and other services supplied by Ekco Housewares Co, 
now a division of American Home Products Corporation. 
This information was furnished under the terms of an 
agreement which expired at the end of June 1969. 

Arrangements have been re-negotiated with American 
Home Products Corporation, however, and two new agree- 
ments have been entered into for the continued supply of 
menufacturing and marketing information for 14 years 
from the beginning of last July and for group management 
and other services for ten years.  . 

Sales in the UK last year totalled £8,375,648 against 
49,479,949 in 1968 although sales in the second half of 
the year were higher than in the second half of 1968. 
The small decrease on the year was ‘not unexpected’. 
Advertising and promotional spending ‘continued at a 
high level during the year', states Mr D. J. T. Lawman, 
the chairman, and there is a substantial programme of 
new introductions planned for 1970. 


Overseas 


Total overseas sales in 1969 were £5,982,224, compared 
with 45,365,510 in 1968, and direct exports rose 113 per 
cent from £1,489,113 to £1,661,077. The manufacturing 
and selling companies operating in the Common Market 
achieved higher sales and earnings. Elsewhere overseas, 
the company's Australian business is naturally believed to 
have 'great potential for the future'. 

The company's industrial division is stated to have had 
a record year and to have 'consolidated further its position 
as the leading supplier of baking pans to the UK baking 
industry, for which it also provides important pan-glazing 
and servicing facilities’. | 

Latest acquisitions by the group reported in the chair- 
man's statement are of EFI Products (Pty) and ‘Harper’ 
Mincers and Scales. An 8o per cent interest in EFI Products 
has been acquired with effect from January 1st, 1970, for 
£105,000. This is a South African company making 
domestic baking pans and plastic housewares at works 
near Durban. The intention is to develop this company 
with a view to further expansion of the group's South 
African business — already one of its larger overseas markets. 

At the time of the statement, arrangements had been 
concluded for the purchase of the mincers and scales 
business previously carried on by John Harper & Co Ltd. 
Production was due to be transferred to Prestige's Accring- 
ton works. 


Share option scheme 


The company's share option scheme for executive directors 
and senior employees of the cémpany and its subsidiaries 
was established in 1964 and duririg the year under review 
2,811 ordinary shares were issued under the scheme at 
22s 9d a share. The shares are currently changing hands 
around 30s 6d. 

Options granted in 1964 remain outstanding in respect 
of 184,613 shares and may be exercised at a price of 22s gd 
a shere up to April 27th, 1973. Fifty per cent of the shares 
comprised in each option have been exercisable since 
April 28th, 1969; a further 25 per cent being exercisable 
after April 27th, 1970, and the remaining 25 per cent aften 
Aprii 27th, 1971. 

Further options granted in January 1969 under the same 
scheme to senior employees of the company's overseas 
businesses remain outstanding in respect of 51,000 shares 
and may be exercised at-30s 11d a share up to January rath, 


ACCOUNTANT 


605 


` 1975; 25 per cent of the shares. in each option having 


been exercisable since January 13th, 1970, and a further 
25 per cent in each of the following three years. 


Bellair Cosmetics 


RES margin between success and failure in launching a 
sales campaign is terrifyingly narrow. For Bellair 
Cosmetics Ltd, the margin went the wrong way last year 
and the accounts to last September show pre-tax profits 
of only £2,379 against £262,038, with turnover at £830,274 
against £1,000,212. | 

Mr E. K. Garnett reminds shareholders in his statement 
with the accounts that the year before he referred to an 
impending major T'V campaign and this was duly launched 
in May 1969. ‘Our past experience had given us good 
grounds to believe that this campaign had every chance of 
being a resounding success, Mr Garnett says, and, by now, 
readers of these notes will know that it was just the opposite. 

The campaign failed and was ‘an expensive illustration 
of how an apparently sound and viable exercise can become 
instead an unproductive burden'. And yet 'the film itself 
had the approval of the board and at a private preview 
was enthusiastically acclaimed by the entire sales force'. 


‘Everybody, it seems, convinced everybody else. 


All possible steps were taken to retrieve the situation 
and all members of the board voluntarily waived a sub- 
stantial part of their income rights deriving from the 
company. Current turnover and profits are more satis- 
factory. l 

The chairman reports, also, that all known bad debts 
incurred have been written off, thereby reducing the bad 
debt reserves from {10,000 to £5,600, a provision which is 


considered adequate. The auditors do not comment on 


that point in a clear certificate.. 


Stanley Miller's Superlative System 


T is always enlightening to read the estate agent's 

description of one's humble abode and, in a different 
context, one can understand the board of Stanley Miller 
Holdings Ltd raising an eyebrow when they read the 
Honeywell company's description of the Miller computer 
system. Mr Ernest Bell, Stanley Miller's chairman, records 
that after 12 months' intensive research by the company 
an agreement was concluded with Honeywell on the 
installation of a computer to cope with the additional 
demands of expansion and the wider needs of the business. 

Honeywel, Mr Bell tells shareholders, in his annual 
review, subsequently released a public statement in these 


words: 'Stanley Miller Ltd is to have what is certainly the 


most advanced integrated progress and financial control 
computer system in UK construction and probably the 
world. The system is wholly construction-orientated and 
for the first time has been designed to start from the 
estimating and planning end of the operations rather than 
the reporting documentation coming back from the site.’ 
Mr Bell comments: ‘Whilst I am not in a position to 
confirm or deny this bold statement, I am convinced that 
contracting companies who do not similarly equip them- 
selves, will be at a distinct disadvantage five years hence.' 
Stanley Miller Holdings, based on Newcastle upon Tyne, 
is a group of building contracting companies operating in 
the housing and industrial and commercial spheres. 
Turnover last year was f4-32 million for group trading 


profit of £283,794. 
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THE PRESTIGE GROUP LIMITED and Subsidiary Companies : 
A TEN YEAR RECORD OF THE GROUP'S PROGRESS 
1960 1961 1962 1963 1964 1965 1965 1967 1968 1969 
£ £ £ £ £ £ £ £ £ £ 
SALES. A : . x 6,300,012 6,841,981 7,929,084 9,341,032 11,546,952 12224,184 12,803,742 12,888,755 13,845,359 14,357,872 
PROFITS AND APPROPRIATIONS 
š £ £ £ £ £ £ £ £ £ 
* Group profit 937,864 1,020,829 1,314,555 1,740,211 2,202,415 2,355,179 1,950.586 2,208,420 2,466,376 2,636,066 
Corporate taxation . 475,090 536,381 713,794 927,077 1,240,868 930,719 731,173 969,138 1,114,531 1,263,754 
Group profit after corporate 
taxation š e N . 462,774 484,448 600,761 813,134 961,547 1,424,460 1,219,413 1,239,282 1,351,845 1,372,312 
Amount set aside for redemption : 
of preference shares š 11,764 12,449 13,187 13,942 14,722 15,579 16,484 17,387 18,387 19,454 
{Cost of preference dividends . 13,179 12,729 12,277 11,814 11,337 10,370 16,749 15,844 14,844 13,777 
Earnings available for ordinary l 
shareholders ; : : 437,831 459,270 575,297 787,378 935,488. 1,398,511 1,186,180 1,206,051 1,318,614 1,339,081 
TCost of ordinary dividends $ 199,063 199,063 239273 302,816 354,511 528,830 656,555 716242 738,663 783,582 
Unappropriated profit , š £238,768 £260,207 £336,024 £484,562 £580,977 £869,681 £529.625 £489,809 £579,951 £555,499 
tincluding income tax on part of 
1965 ordinary dividends and on 
all subsequent dividends 
ISSUED SHARE CAPITAL £ £ £ € £ £ £ £ £ £ 
Preference shares of £1 each 429,340 415,640 400,870 385,773 370,173 353,033 334,983 316,875 296,875 275,540 
Ordinary shares of 5s. each 1,300,000 1,300,000 1,300,000 1,968,750 1,989,562 2,984,344 2,984,344 2,984,344 2,984,606 — 4,477,612 
*EARNINGS PER ORDINARY 
SHARE 
Gross dividend. 7" lao 71575 8*/,% 114% 134% 14195 144% 16% 164% 174% 
d. d. d. d. s. d, s. d. s. d. s. d. s. d. s. d. 
Earnings available for ordinary 
shareholders ffe? h 6.0 6.3 7.9 10.7 1 0.5 1 67 1 3.9 1 4 1 5.7 1 5.9 
fCostofdividends . , 27 27 3.3 4.1 4J 7.1 8.8 9.6 9.9 10.5 
*Figures for 1960-1968 adjusted to 
reflect scrip issues of 5094 in 
1963, 50% in 1965 and 50% in 
1969. 
Tincluding income tax on part of 
1965 dividends and on all sub- 
sequent dividends. I 
CONSOLIDATED BALANCE 
SHEET £ £ £ £ £ £ £ £ £ £ 
_ Fixed assets 1,285,465 1,360,874 1,433,527 1,912,545 2,151,886 2,672,775 3,651,610 3,577,572 3,475,193 3,487,530 
. Goodwill š ‘ 279,806 279,806 336,126 484,750 473,461 437,710 437,710 497,598 496,350 496,350 
Trade investment .  . ^. <= = ue Ux 75,000 75,000 75,000 T = 
Current assets . R 3,826,459 3,983,170 4,423,696 5,297,813 6,328,116 6,937,862 7,024,015 8,352,508 9,594,806 10,712,654 
Total assets 5,392,730 5,623,850 6,193,349 7,(95,108 8,953,463 10,123,347 11,188,335 12,502,678 13,566,349 14,696,534 
Current liabilities . 4,557,903 1,533,199 1,645,856 2,393,032 2,757,098 2,892,245 3,282,998 3,603,617 3,939,924 4,546,190 
Capital employed s š . £3,834,827  £4,090,651 £4,547,493  £5,302,076 £6,196,365 £7,231,102 £7,905,337 £8,899,061 £9,626,425 £10,150,344 
Represented by: 
Issued share capital and reserves 3,437,827 3,698,651 4,035.493 4,802,079 5,273,817 6,164,277 6,674,761 7,165,598 7,748,228 8,308,411 
Future taxation 397,000 392,000 512,000 656,000 892,000 — - 861,000 626,500 869,000 282,000 1,023,000 
Long-term secured loans . — — — — — 161,186 545,663 852,618 896,197 819,233 
Minority interests in subsidiaries — — — 43,997 30,548 44,639 58,413 11,845 — = 
. £3,834,807  £4090,651 14,547,493  £5.302,076 £6,196,365 £7,231,102 £7,905,337 £8,899,061 £9,626.425 £10,150,344 
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| CITY NOTES 


UST as an out-of-form games player will stagger from 

one defeat or one failure to another, so an out-of-form 
stock-market will be hit from all sides. For some reason 
that was not immediately apparent, London Stock Exchange 
jobbers greeted the Budget with such a marking-up of 
prices as to take the Financial Times Index through the 400 
mark. But buyers did not share the jobbers’ Budget. 
bonhomie and stayed out of the market in droves. Then 
came a succession of poor company results which. shredded 
what ever bit of confidence the market had left. 

With confidence gone, even the few items of encouraging 
company news were wasted. The achievement of Marks 
and Spencer in setting up still further sales and profits 
records by an impressive margin saw the shares down rs 
‘on the day’. Similarly, Géstetner shares lost immediate 
ground even though the company’s 1969—70 results and 
dividend were far better than had been anticipated and, 
indeed, forecast by the company itself. 

But this is the way it goes when the market has tem- 
porarily lost its form and its touch. Just how long it will 
take for form and touch to return is decidedly difficult to 


say. 


HANCELLORS of the Exchequer are invariably 

experts at giving with one hand, taking with the other 
and still giving the impression of generosity. It is doubtful 
whether the banks fell for the generosity trick in the recent 
Budget's give-and-take operation. Bank rate is cut from 71 
per cent to 7 per cent, the ceiling on bank lending already 
unofficially lifted because the banks, to all intents and pur- 
poses, refused to get below it, is now lifted officially. The 
cut in special deposit interest rates, which was the penalty 
the banks paid for not bankrupting their customers, has 


been restored but the clearing banks are called on for another 
i per cent special deposit placement. Further than that, 
although the lending ceiling is lifted, there is still a squeeze 
directive in operation. Lower interest rates a bigger call for 
special deposits and limited scope for better lending is not ` 
a particularly generous banking combination — even if the 
short gilt market does go a bit better. 


* * * * 


HE 'Take-over Panel's latest move to give all share- 

holders in take-over-affected companies a fair crack of 
the information whip is a sound one. Basically the new rules 
cut out the artifice under which companies and their 
advisers carried out that time-honoured exercise of ‘sound- 
ing out the institutions’ — which usually involved giving the 
institutional shareholders in the company far more in- 
formation than rank and file shareholders receive. 

This usually takes place in the period between the bid 
being made and the formal documents being sent out. 
Under the changed rules there can be no consultation with 
special shareholders until all the shareholders have re- 
ceived the full details of the bid and also their directors’ 
reply to that bid. Brokers to companies are also reminded 
of their special situation and the necessity of not using it 
to the particular advantage of a few shareholders. 

Gradually by the test of experience the Take-over Panel 
is tightening the rules. where they need to be tightened 
which 1s in the 'Old Pals Act' sphere. It is particularly 
interesting to see blossoming the recognition that all 
ordinary shareholders are equal and that some are not 
necessarily more equal than others. ‘The individual ordinary 
shareholder is entitled to exactly the same information at 
exactly the same time as the institutional shareholders. 


RATES AND PRICES 


Closing prices, Monday, April 20th, 1970 


Tax Reserve Certificates: (25.2.70) Companies 54%; 


3% surrendered for cash; Personal 4% 


Bank Rate 
Oct. 19, 1967 .. 6% ` Sept. 19, 1968 e 7% 
Nov. 9, 1967 .. 64% — Feb. 27, 1969 8% 
Nov. 18, 1967 .. 8% March 5, 1970 71976 
March 21, 1968 7195 Apr. 15 1970 .. .. 7% 
Treasury Bills ` 
Feb. 13 .. £7 12s 3:45d% Mar. 20 £7 ss 2'22d% 
Feb. 20 .. £7 125 z99d% Mar. 26 £7 3s 662d% 
Feb. 27 .. £7 11s 10°43d% Apr. 3 £7 35 5'22d', 
Mar. 6 .. £7 6s 6:99d% Apr. 10 £7 1s 10°93d% 
Mar. 13 .. £7 6s 1°56d% Apr. 17 £6 14s 6:14d% 
Money Rates 
Day to day 52-64% Bank Bills 
7 days Ve 51-6195 2 months 8-84% 
Fine Trade Bills 3 months 8-84% 
3 months 84-90% 4 months . 8-819, 
4 months 84-995 6 months 8$-8$95 
6 months 81-9196 


Foreign Exchanges 
New York .. 2°4064 Frankfurt 8°7545 
Montreal 2:5812 Milan . 1513°65 
Amsterdam 8:2430 Oslo 17-1815 
Brussels ... ee IIQ'S5I Paris SN . 13°3045 
Copenhagen .. 180610 Zürich 10'3495 
Gilt-edged 

Consols 4% £x Gë 348 Funding 6% 1993 721 
Consols 23% EE 284 Savings 3% 60-70 981i 
Conversion D. .. .. 40 Savings 3% 65—75 834 
Conversion 5% 1971 97% Treasury 64% 1976 .. gai 
Conversion 54% 1974 .. 914 Treasury 34% 77-80 .. 684 
Conversion 6% 1972  .. 97 ‘Treasury 3395 79-81 .. 66 
Funding 34% 99-04 . .. 46$ Treasury 5% 86-89 .. 654 
Funding 4% 60-90 . 97$ Treasury 54% o8-12 .. 64$ 
Funding 5195 78-80 — .. 78% Treasury 2476 — .. 284 
Funding 54% 82-84 .. 75% . Victory 496 .. .. 95$ 
Funding 54% 87-91 . 7O War Loan 3395 .. .. 40% 
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The Chartered Accountants" 


Benevolent Association 


Eighty-fourth Annual Report 


The report of the Management Committee for the year ended December 31 st, 
2E 7968, to be presented to the eighty-fourth annual meeting of the Association 
to be held in the Chartered Accountants* Hall, Moorgate Place, London EC2, 


HE Association on December 31st, 1969, consisted 
of 4,119 members and subscribers, viz: `  . 


‘The President oos Annual Governors 

224. Vice-Presidents 260 Life Members 

22 Life Governors 784 Annual Members 
1,923 Subscribers 
being a decrease of 818 during the year. 

Note. ~ Subscriptions are taken into account on a cash basis and 
approximately £1,950 of subscriptions attributable to the financial 
year ending December 31st, 1969, had not been collected by the 
end of that year owing to delays in the dispatch of subscription 
reminders because of staffing difficulties. For the same reason the 
above membership figure is understated by about 550. 

2. During the year assistance has been given from the 
General Fund in 19o cases (166 in 1968). There were 38 
new cases (33) and 8 (6) former beneficiaries were assisted 
again; in a few cases the Management Committee (herein- 
after referred to as ‘the Committee’) felt that assistance was 
inappropriate. At the end of the year there were 160 (144) 
current cases. Assistance from the Special Fund was given 
‘in 4 cases (4). The Secretary also dealt with a number of 
cases involving tentative inquiries or requests for advice. 


3. In order to avoid repetitive information on cases which 
continue to be assisted over a number of years and to 
reduce printing costs, it has been decided to discontinue 
the publication of a full Iist of all cases in which assistance 
has been given in the year. In its place (pages 28 to 30!) 
details are given of selected cases, mostly those first arising 
. during 1969. 

4. In view of the continuing rise in the cost of living, the 
scale on which assistance is given has again been reviewed 
and substantial increases have been made. 


5. While full advantage is taken in appropriate cases of 
' such assistance as can be obtained from the State and from 
local authorities, there are many cases, especially where 
children are concerned, where the whole burden must fall 
on the Association if adequate help is to be given. Such 
cases can involve grants at an annual rate of {1,000 or more. « 


6. For some ttme past, the Committee has felt that widows 
and dependants of deceased members, who may be in 
need, are not sufficiently well aware of the help which is 


1 Not reproduced. 


on Wednesday, May 13th. 


available from the Association. In a number of cases, 
inquiries have been received on behalf of such persons from 
friends and other sources instead of by direct approach by 
those concerned. The Institute has therefore kindly agreed 
to send out ¿z every case where the death or resignation of 
a member of the Institute takes place, a note from the 
Association drawing attention to its ability to help in cases 
of need. It is hoped that this note will be retained, in the 
special envelope provided, to serve as a reminder in the 
event that help, although not necessary at the time, may 
be needed at some future date. 


7. The accounts for the year ended December 31st, 
1969, duly audited, are annexed to this report. 


8. The total expended by the Association in relief since 
its formation in 1886 amounts to £552,752. The principal 


figures for the last five years are: 


No. of Investment 

cases and other 
Year assisted Relief Subscriptions income 

£ £ £ 

1965-66 146 25,863 14,688 25,600 
1966-67 I2I 26,478 14,659 26,076 

1967 š 
(10 months) 142 26,885 14,292 27,099 
1968 166 35,052 15,240 30,600 
1969 . 190 40,333 13,367] | 32,470 


T See paragraph I. 


9. Subject to the note to paragraph x of this report 
regarding subscriptions not collected at December 31st, 
1969, the expenditure for the year exceeded the income by 
£1,553. The increase in expenditure was not unexpected 
in view of the marked increase in the total number of cases 
assisted and the cumulative effect of the periodic increases 
in the scale of relief; new casés in 1969 were more than 
double the average for the years 1959 to 1963. At the present 
time only about ro per cent of the active membership of 
the Institute in the United Kingdom give financial support 
to the Association by way of annual subscriptions. The help 
given to members of the profession and their dependants 
who are in need is worthy of greater support and the Com- 
mittee hopes that many more members will assist financially 
in this work by subscribing on an annual basis. 


612 


- 


ro, The Association has received the following bequests 
and donations: 


Bequests : D. £ 


John L’Estrange Heppard 2,157 
Miss Mary Ferry .. ja 1,000 
H. W. Hawthorne 1,000 
Mrs M. E. P. Parker Ka 800 
A. W. Death ere 402 
. W. J. Dean.. 200 
Miss A. M. Rhodes a E ech 200 
'Thomas Rimington š ge E 175 
H. C. Merrett (additional) 113 
John Crooke-Johnson ge Se " IOO 
P. D. E. Smith .. x px d dx us 40 
H. M. Moore iis "T T Se a 25 
£6,212 
Donations: 

Anonymous T 128 
Harold Partington 105 

Bekonscot Model Railway & General Charitable 

Association 100 
F. R. Cooper IOO 
The Fitton Trust . i "E ge 100 
M. H. Blamey  .. x $a e M 53 
John Codling T Ge, 5 ws - e 55 
J. W. Kinsman  .. ae Se m £4 53 
R. I. Skeet D ba ex P i5 53 
O. B. Harris ç l T ii jas 50 
Delmar Charitable Trust $4 m ne 20 
Edmund Howard Charity 20 
Women Chartered Accountants’ “Dining Society 16 
Cardiff and District Chartered Accountants’ | 

Luncheon Club II 
Swansea and District Chartered Accountants’ 

Dining Club  .. Lš a i P II 
8sth Club .. eis T ge 5 
‘In grateful memory W.G.V. .. T "E M. 
Maurice Wren Charitable Trust zu ja 5 
Reginald Harrop 1965 Settlement | 5 
Donations at Summer Courses and other func- 

tions | - Um 147 
Others 317 

41,357 


11. A very large part of the Association's income is 
- derived from its investments and the Committee is grateful 
“to the many benefactors whose bequests and gifts have 
helped to build up the capital of the Association. It is not 
practicable for reasons of space to commemorate these 
benefactions in detail in the annual accounts and the Com- 
mittee therefore publishes a list of major benefactions not 
otherwise mentioned individually in the annual accounts. 
The list on page 19? includes only individual benefactions 
of £2,500 or more. 


I2. Christmas food parcels have, as usual, been sent to 
the great majority of our beneficiaries and grants for 
holidays for children, which have proved to be a great 
success, have again been made. 


13. It was mentioned in the last report that the Associ- 
ation had purchased property in Warwickshire which was 
being farmed in concert with an adjoining farm owned by 
the Merrett Estate. The development of farming techniques 
is rendering the larger farming units of 1,000 acres or more 
much more remunerative for tenants (and therefore lettable 
at much higher rents per acre) than smaller units and 
another trust associated with the Institute has recently 
bought property in Warwickshire adjacent to that of the 


~ Merrett Estate and the Association. It is expected that all 
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this land, amounting to over 1,400 acres, will be farmed by 
the same tenant within a few years. An advantage of the 
merging of small farms to form larger units is that re- 
dundant farm-houses can then be sold. The Association 
has been able to sell at a very satisfactory price a farm-house 
on the Warwickshire property purchased in 1968 and the 
proceeds have been applied in reduction of the cost of 
the property. 

14. In the course of 1969 grants were made from the 
W. B. Peat Memorial Scholarship Fund to assist in the 
education of seven children. 


15. All the places held by the Association in the Cross- 
ways Trust homes for the infirm (see page 26') are now 
filled. Two nominations in the homes for those who are 
able-bodied are, however, at present available. 


16. Details regarding the Hanover Housing Association, 
which has now completed no less than 42 housing schemes, 
appear on page 26.2 


17. It has been decided to take an active interest in the 
activities of the Housing and Community Association 
(HCA) which seeks to provide accommodation for those 
who have retired or are about to retire. Full details of HCA 
and of its first scheme have been made known to the 
profession through the courtesy of the Editor’ of The 
Accountant, who first drew the Committee’s attention to the 
matter, and the Editor of Accountancy (The Accountant, 
January 22nd, 1970, page 137; Accountancy, February 
1970, pages 91 and 163). Further details are given on 
page 27? of this report. 


18. During the year Mr R. À. Coupland (elected 1965) 
resigned from the Committee. His work for the Association 
is gratefully acknowledged. 


19. It is the policy of the Committee to ensure that as 
far as possible a member of the Institute living near a 
beneficiary, or applicant for relief, acts as a referee and is 
available to give advice when required. Such assistance 
from members is of the greatest value to the Committee 
in considering applications. The Committee wishes to 
thank district societies, branches, and groups, for their 
help in appointing members for this purpose and also to 
thank those appointed for the considerable time and trouble 
they have taken 1n helping beneficiaries. 


20. The Committee wishes to record its warm apprecia- 
tion to the members of the Investment Sub-Committee. 


21. The Committee is grateful to Messrs Markbys, the 
honorary solicitors, for their services. 


22. The Committee thanks the editors of Accountancy 
and The Accountant for the publicity they have given to 
the affairs of the Association during the year. 


23. The Committee wishes to place on record its high 
appreciation of the work of the officers and staff of the 
Association and of the Institute. ] 


24. Under rule 6 the three members of the Management 
Committee to retire in order of seniority of election are 
Mr J. D. Russell, Mr F. C. H. Edwardson, and Mr H. 
Peat, who, being eligible, offer themselves for re-election. 
No nominations under rule 8 have been received, 


25. The auditors, Mr Bernard William Rivett, F.c.a.; 
and Mr James Mansfield Keith, F.c.a., retire and offer 
themselves for reappointment. The Committee is grateful 
to them for the services they render at a very modest scale 
of remuneration. 


2 Not reproduced. 
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London and District Society of 
Chartered Accountants 


Annual Report and Chairman's Statement 


HIS year's annual report of the London and District 

Society of Chartered Accountants has been recast in a 
layout which affords greater clarity to the reader; it 1s set 
within a cover which features a large-size reproduction of 
the chairman's badge, and so 1s immediately identifiable 
with the Society. 

The annual meeting is.to be held at the Little Ship 
Club, Upper Thames Street, London EC4, at 6 p.m. on 
May 7th. Following the formal business, the \ ice-President 
of the Institute has undertaken to answer members' ques- 
tions on Institute affairs. There is also to be an ‘Open Day’ 
at Chartered Accountants’ Hall, Moorgate Place, London 
EC2, on May 18th, when London members and their 
wives wil be shown over the new building by Institute 
staff. The maximum number of visitors on this occasion is 
limited to 400, and early application for tickets should be 
made to the Society's headquarters at 2 Norfolk Street, 
- London WC2. 


During 1969, membership of the Society rose by 607 
to 11,950. This, however, is still approximately 8,000 
short of the total number of chartered accountants in the 
London area. The Society would be glad to hear from any 
of these non-members who at present receive none of its 
literature or direct notification of 1ts courses. It is felt that 
they are missing something worth while. 

For geographical reasons the London Society, even with 
this ‘missing’ potential membership, is by far the most 
numerous in the United Kingdom: and if integration of the 
profession becomes an established fact during 1970, it may 
look forward to a further very substantial influx of members. 
The volume of work associated with such an enterprise is 
evidently in some danger of outgrowing the capacity of 
the Society's present staff and premises. In this connection 
the opening of Chartered Accountants’ Hall next month will 
release part of the accommodation at 56-66 Goswell Road 
which has for several years formed the Institute's temporary 
headquarters; whilst Mr J. W. G. Cocke, T.D., M.A., F.C.A., 
who has served the Society as its secretary for a number of 
years, has now divested himself of other interests so as to 
act in a full-time capacity. 


CHAIRMAN'S STATEMENT 


In the course of his statement the Chairman of the Society, 
Mr D. G. Richards, F.C.A., said: The demand for courses 
and lectures continued unabated during 1969~70, and most 
of the courses were full. 

Conferences and courses were on the usual two-day 
residential and one-day non-residential bases. Both types 


were successful and the experiment was tried at one 
management conference of having wives attending the 
dinner on the last evening of a two-day residential confer- 
ence; it will be repeated. 


The variety of the courses needs no further emphasis 
and I hope most members' requirements were met by one 
or more of the courses arranged. The programme com- 
mittees are very willing to have suggestions for future 
courses. 


To all concerned with the presentation of the SONTENE, 
courses and evening lectures, I should like to extend my 
grateful thanks. 


-— 


Social activities 


One of the main problems of our society is that of arranging 
social contact between our 12,000 members. We endeavour 
to do this by having refreshment facilities available after 
evening meetings and, of course, there is a valuable amount 
of contact at conferences and courses, especially in the 
discussion groups which continue into the small hours. 


We have our luncheons, which provide an opportunity 
for members to meet, or for members to bring along guests 
whom they would like to entertain, or who might have a 
particular interest in the speaker's subject. This year I 
arranged for the speakers to have a common theme "The 
Art of Communication! and we have had four excellent 
talks, by the Rt Hon. Ray Gunter, The President of our 
Institute, Lord Redcliffe-Maud, and The Bishop of 
London. Attendances were somewhat disappointing, but 
the talks were, without exception, highly entertaining. 
These luncheons deserve fuller support from members; 
quite apart from the attraction of a particular speaker, they 
provide a useful opportunity for members to meet com- ' 
mittee and council members and to discuss matters over a 
lively lunch. 


The Society's annual dinner and dance was attended 
by over 750 members and their guests, who were received 
by Mr and Mrs Ronald Leach and my wife and myself. 


The Committee dinner this year was held at the 
Apothecaries Hall, and we entertained as our guests the 
President, Deputy-President, Vice-President, and Secretary 
and under-secretary of the Institute, the Presidents of 
other district societies and the Chairman of our branches. 


Branches and groups 


Details of our branches and groups will be found in the 
programme booklet, or can be obtained from our Secretary. 
These associations of chartered accountants serve up to 
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2,000 of our members with either a general or a specialized 
programme of items of professional interest. In a society of 
our size, where making contact with other members is 
difficult, these branches and groups serve a most useful 
purpose in bringing members together, not only for tech- 
nical discussions, but also for social contact. They meet 
informally and are generally sustained by beer and sand- 
wiches during the evening meetings and by fare of greater 
substance during dinner meetings. I commend member- 
ship of them to you most heartily and I assure you that 
their secretaries, to whom you should write for application 
for membership, have been picked for their approachability. 
To all the hard-working chairmen, secretaries and com- 
mittees of the branches and groups, I should like to extend 
my grateful thanks for their efforts on behalf of the members 
of our society. 


Recruitment 


One of the most active of the subcommittees during the 
past year has been the recruitment committee. It has met 
on five occasions and under the energetic chairmanship of 
B. E. Basden (the vice-chairman of our society) has pro- 
duced some very worth-while ideas and actions to help deal 
with our profession’s recruitment problem. 


Meetings have been arranged with fifth- and sixth-formers 
and their parents and careers masters and this year, for the 
first time, a half-day’s seminar was arranged with the 
members of the Institute of Careers Officers. On our behalf, 
the careers officers were addressed by Halmer Hudson for 
the practising side, Kenneth Bishop for the industrial side, 
and Norman Bruckland on behalf of the Institute. The 
seminar concluded with a buffet luncheon for the careers 
officers and the feeling that we had achieved a useful liaison 
with them. 


All our recruitment committee meetings have been 
attended by Norman Bruckland and Gwen Baker and to 
these two senior officials of the Institute I should like to 
express our appreciation and thanks for all they are doing 
' to help us in the recruitment field. 


The shortage of accountants is only too well known, but 
the remedy is available to us — it is for each member to 
make the maximum effort possible to influence students 
towards becoming members of our profession. He may do 
this individually amongst his friends, or collectively to 
schools as a careers adviser. 


We have a great need for additional careers advisers and 
if any member would like to help the society in this way, 
he would find it hard, but rewarding and very worth-while 
work, 


To the existing fourteen careers advisers who fein OUI 
liaison with certain schools in the London area and to the 
firms who make their offices available for visiting groups of 
fifth- and sixth-formers, I extend my. grateful thanks for 
their efforts on our behalf. 
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London Students' Society 


I am very glad to report that close liaison continues to 
exist between the two societies and we are always pleased 
to see the two student representatives at our committee 
meetings. Our two members of their committee are made 
equally welcome and we look forward to even closer co- 
operation if the integration proposals are put into effect. 
Christopher Burr was the student member of our com- 
mittee who retired during the year and was replaced by 
Stuart McDonald. 


New members 


Membership rose by 607 during the year and now stands 
at about 11,950. We gave our usual cocktail parties to 
greet the newly qualified members and to tell them some- 
thing about our society. It is sad but true that not all 
chartered accountants who live in the London area (and 
there may be 20,000 in all) belong to our society and, 
therefore, up to 8,000 receive none of our literature or 
direct notification of our conferences and courses. They are 
missing something worth while and I would ask members to 
help us recruit those who have not yet written to Wilbur 
Cocke to ask for membership of our society. There are 
neither entrance nor annual fees. 


The future 


The plans we have made for the future have been formu- 
lated so that, whether or not integration takes place, we 
shall have a lively programme for our members during 
1970—71. I would draw your attention to the details set out 
on pages 9 to 10 showing the courses, conferences and 
lectures already arranged for next year. I hope that amongst 
this list is something of interest for all our members, but 
suggestions for subject-matter are always welcome. Should 
demand exceed available places, we will endeavour to 
arrange for second performances as we have in the past. 


If integration becomes a fact, we shall try to co-ordinate 
our courses with those of the other accountancv bodies. 
It would then be likely that there would be greater em- 
phasis on the management subjects through the injection 
into our programme of those of the other bodies and this. 
would strengthen the overall programme. 


Whatever happens, there 1s little doubt that the burden 
of work placed on our secretariat will not diminish. Wilbur 
Cocke, Bob Crichton and their staff have been working 
under difficulties through inappropriate office accom- 
modation and a move is intended to 56 Goswell Road in 
June 1970 as this will previde them with first-rate office 
accommodation. I am delighted that from April rst, 1970, 
we shall have the services of Wilbur Cocke full-time, and 
to him and his team I should like to express my sincere 
thanks for all the work they have done for the society and 
the help they huve given me during my year in office. 
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INSTITUTE'S PRIZE-GIVING 
CEREMONY 


Prizes and Certificates of Merit 
awarded in the November 1969 Final 
examinations of ‘The 
Chartered Accountants in England 
and Wales were presented at a cere- 
mony held recently at Painters’ Hall, 
London. 

In the course of his address the 
President, Mr R. G. Leach, C.B.E., 
F.c.A., said: ‘I have been encouraged 
to find that there is a growing number 
of ladies in the students’ societies. We 
would like to see many more. We have, 
of course, a number of women char- 
tered accountants and they seem to 
have a special flair for taxation. Why, 
I do not know, but we could do with 
many more of them particularly on 
that type of work. 

‘I would like to congratulate you all 
on your success. I know the amount of 
work involved under the present 
system where you have to work 
pretty hard during the day and then 
study at night. When you have to put 
in that extra effort which is needed to 
gain a prize this does mean a very hard 
grind. Although this system has 
produced a great many first-class 
chartered accountants, we live in an 
era of change. The Institute has 


recently set up an Advisory Board of 


Accountancy Education which is to 
study education and training for the 
future and I am certain that its 
recommendations will include the 
provision of more full-time education 
for our students. 

'| believe that all prize-winners 
deserve the greatest possible credit. 
Our examinations are very searching 
and you are among those who have 
achieved a significant success and this 
is something which will help you 
through your future career. 

‘There are many doors open to 
qualified accountants. Practising firms 
and industry are desperately short and 
you will have no difficulty in pursuing 
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your chosen career. If I can give you a 
word of advice, however, I do believe 
that the first two or three years after 
qualifying are perhaps the most 
crucial time in your career. Don't just 
seize a job because it seems financially 
rewarding, but do please consider what 
further experience and training you 
will require because I think ultimately 
that will pave the way for the position 
you deserve — a decision-making job. 
There are many posts in industry 
which are mechanical, but what you 
want to achieve is one where you can 
make decisions. Your training is 
devoted to putting you in this position 
and I therefore urge you to look round 
very carefully before you decide on 
your future in our profession.’ 


ACCOUNTANCY PROSPECTS 


Mr A. H. WALTON, F.c.A., Vice- 
President of the Institute, is to speak 
on training and prospects in the 
profession to members of the 
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Roundabout 


Southampton and District Chartered 
Accountants' Students' Society on 
May r9th, at the Polygon Hotel 
Southampton, commencing at 6 p.m. 
Mr A. C. Essex, F.c.A. Vice-President 
of the Southern Society of Chartered 
Accountants and an executive director, 
Pirelli General Cable Works Ltd, will 
speak on the accountant in industry. 

The Society's committee has ex- 
pressed the hope that as many members 
as possible in the Society's area will 
attend what most certainly promises 
to be interesting talk. 


SOUTH WEST ESSEX GROUP 
Next Meeting 

SOME interesting facts relating to the 
practical side of dealing with receiver- 
ship and liquidations will be given in 
a lecture by Mr I. D. B. Bond, A.C.A., 

on Tuesday, May sth, to members of 
the South West Essex Chartered 


Accountant Students’ Group. 


The meeting will be held in the 


Lé SC 


b 





At the prize-giving ceremony at Painters' Hall, the President congratulates Mr Graham 
West who won First Place in the Final Part || examinations. 
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clubroom of the Angel Hotel, Ilford, 
Essex, commencing at 6.45 p.m. and 
no charge will be made for light 
refreshments which will be available 
from 6 p.m. 


Annual Meeting 


Members are reminded that the annual 
general meeting of the group is due to 
take place on Tuesday, May 26th, at 
6.45 p.m. in the clubroom of the 
Angel Hotel, Ilford. It is hoped that 
as many members as possible will 
attend the meeting which will provide 
them with an opportunity to express 
their views on the past activities of the 
group and with a view to strengthen- 
ing its role in the area both through 
lectures, courses and social functions. 


SHEFFIELD STUDENTS 


“LIFE assurance’ will be the subject 
of the next lecture meeting for 
members of the Sheffield and District 
Chartered Accountant Students' Soc- 
iety to be held on Monday next, 
April 27th, at Davy's Restaurant 
(top floor)  Fargate, Sheffield I. 
Commencing at 6.15 p.m. the meeting 
will be preceded by light refresh- 
ments at 5.30 p.m. 

Members are reminded that the 
Society holds ‘pub’ meetings on the 
last Thursday of each month at the 
Bull's Head, Ranmoor, from 8.30 p.m. 
onwards. 


MANCHESTER MEETINGS 


LicHT will be shed on marginal 
costing in a talk to be given by Mr 
F. Bailey at the next meeting of The 
Manchester Chartered Accountants 
Students’ Society to be held on 
Thursday, April 30th, commencing 
at 5.30 p.m., at the Students Hall, 46 
Fountain Street. On May 7th, at the 
same time and venue, there is to be a 
talk on ‘Accountants’ reports and 
value of shares’, by Mr R. Moody, 
F.C.A. 


‘TAVERNERS’ NEXT 
MEETING 


Mr JOHN SCOTT-BAIRD, A.C.A., A.C.I.S., 
immediate past-chairman of ACASS 
and chairman of the Joint Students’ 
Societies ` Working Party, will be 
the guest speaker at the next meet- 
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ing of the ‘Taverners’ to be held in 
London on May 7th in the Dive 
Bar, The Green Man, Bucklersbury. 
Mr Scott-Baird will be speaking on 
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'Integration' and the meeting, which 
is expected to be a lively one, will 
commence at 6 p.m. and finish at 
approximately 8 p.m. 


EDUCATION AND TRAINING 


AN INTERESTING talk on education and 
training of accountants was given 
recently by Mr Gavin Miller, F.c.A., 
President of the South Wales and 
Monmouthshire Society of Chartered 
Accountants held at a meeting of mem- 
bers of The West Wales Chartered 
Accountant Students’ Society at the 
Dolphin Hotel, Swansea. 

Mr Miller referred to a lecture 
delivered by Professor Edward Stamp 
at the Victoria University of Welling- 
ton, New Zealand, in which he said: 
‘It is in the nature of accountancy, as a 
professional subject, that there will 
be some tension between what one 
might call its intellectual side and its 
practical side.’ 

This tension or conflict between the 
intellectual and the practical side, 
whether in practising offices or in 
industry or commerce was, in Mr 
Miller’s view, simply a conflict on 
how accountants should be educated 
and trained. 

‘The question therefore is - how do 
we educate and train the accountant 
of the future. At one end of the scale 
is the diehard practitioner who sees 


nothing wrong with the correspond- 
ence course and five-year articles. At 
the other is the academic who 
postulates that provided we give a 
student a thorough grounding in 
theory, he will be able to cope with 
the practical side. Apart from the 
introduction of the university degree 
course and the “A” level nine-month 
course, there has been little change in 
the education and training of chartered 
accountants in the past fifty years.’ 

It therefore may be dangerous, Mr 
Miller added, to marry two systems, 
both of which may be somewhat out of 
date and not in keeping with modern 
trends, to arrive at a system of edu- 
cation and training for the future 
accountant. 


Integration 


It was pleasing to note, he said, that 
the accountancy bodies participating 
in the scheme of integration had now 
formed an Advisory Board of Ac- 
countancy Education. This Board 
would take a ‘thorough and far- 
reaching study of the long-term needs 
of the profession and education for the 





Picture: South Wales Evening Post 


Mr Gavin Miller, F.C.A, (second from right) pictured with officers and members of the 
West Wales Students' Society on the occasion of his recent talk to the Society reported 


on this page. 
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profession. Although we are faced 
with a rapidly developing profession 
and rapidly developing subject-matter, 
little research seems to have been done, 
he declared. 


A danger to avoid 


The danger is that we may end up 
with a hurriedly-put-together com- 
promise scheme. The advisory board 
probably consists of people who are 
already very busy in their particular 
field. Because time is short and if we 
are to get the right answer, might it 
not be opportune to seek some full- 
time secondments or appointments to 
the Board or to offer research scholar- 
ships on the subject for a limited 
period, he asked. 

Mr Miller emphasized the need for 
more than day release, block release, 
evening classes and correspondence 
courses during the period of practical 
training. 
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Whatever method of education and 
training was adopted in the future, Mr 
Miller said that it was imperative 
that students of high quality were 
recruited. 

As an integrated Institute with over 
80,000 members, Mr Miller said that 
they would have the strength to go to 
the universities and colleges and ask 
for those courses which were most 
needed. At present, universities and 
colleges received requests for courses 
from all the accountancy bodies and 
there was also an ever-increasing 
demand for courses in business studies. 
'The funnelling of demand through a 
combined Institute would have a 
beneficial effect not only on the type 
of courses provided, but also on the 
quality of lecturers. 

‘We must ensure that in future the 
position of the lecturer in accountancy 
subjects attracts the best possible 
recruits and should not be confined 
to the academic pursuit of accountancy. 


617 


It is most essential that he be per- 
mitted to practise the profession of 
accountancy. Some of the best edu- 
cators of accounting that I have known 
are those who have kept in touch 
with what is happening on the practical 
side of the fence. 


Accountancy School 


‘We are not only interested in the 
future of accountancy, Mr Miller 
concluded, ‘but also in the future of 
South Wales and Monmouthshire, 
as a place to work and a place in which 
to live. You will, therefore, be 
interested to know that efforts are 
being made to set up a school of 
accountancy here. Already a school of 
law is planned by the universities in 
Cardiff. We as a Society fervently hope 
that alongside this school of law and 
the chair of banking which has been 
set up, there will be a school of 
accountancy.’ 


Current Accounting Problems 


Birmingham Chartered Accountants’ Conference 


CONFERENCE on ‘Current ac- 

counting problems large and small’ 
was held recently by the Birmingham 
and West Midlands Society of Char- 
tered Accountants at the Manor 
House — one of the Halls of Residence 
of the University of Birmingham. 
Under the direction of Mr D. J. 
Corney, A.C.A., of Agar, Bates, Ledsam 
& Co, the course consisted of lectures 
and discussion in groups, together 
with a case study. 


Accounting standards 


Mr A. C. S. Hordern, F.c.A., of 
Price Waterhouse & Co, Birmingham, 
first gave an entertaining and in- 
formative lecture on ‘Accounting stan- 
dards in the 1970s’. His talk provided 
members with an interesting and 
informed view of the shape of things 
to come, and in view of his experience 
in the United States he was able to 
illustrate his comments with points of 
practical detail concerning accounting 
standards on the other side of the 
Atlantic. 


Mr A. G. Piper, B.COM., F.C.A., 
J.DIP.M.A., of the Department of 
Accounting of the University of 
Birmingham, then presented a paper 
on the ‘Practical problems of the 
presentation of accounts following the 
Companies Act 1967. Mr Piper 
discussed four topics which have 
caused accountants considerable prob- 
lems since the introduction of the Act 
and amplified his talk with illustrations 
of the method of presentation adopted 
by certain of the major quoted com- 
panies. Later, he introduced a case 
study in which the discussion groups 
were asked to consider problems of 
accounts presentation under the 
following headings: Different classes 
of business; market value of land; 
directors! emoluments, and unquoted 
equity investments. 

Mr L. Elliott, F.c.a., of Peat, 
Marwick, Mitchell & Co, Birmingham, 
then presented a paper on "Manage: 
ment consultancy as a service to 
accountants’. Mr Elliott gave a clear 
and concise insight into the work 
of management consultants and did 


much to lift the veil of mystery which 
has surrounded consultancy in the eyes 
of practising members - and ac- 
countants in industry — in recent years. 


Disappointing attendance 


'The members who attended, and 
their number included a number of 
accountants from industry, all felt 
that they had gained something worth 
while from the conference. ‘The course 
director and the lecturers were very 
disappointed, however, that only 27 
members had found the time to attend. 
'They felt that had the numbers been 
nearer the anticipated attendance of 
100, then everyone would have gained 
much more from the day. 

The President of the Society, Mr 
A. S. Maddison, F.c.A., launched the 
conference in the morning and was 
present in the late afternoon to make a 
few closing remarks, after which the 
members, lecturers and group leaders 
retired to the students’ bar of the 
Manor House for some informal 
discussion and relaxation. 
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PROFESSIONAL NOTICES 


ARTHUR YOUNG MCCLELLAND 
Moores & Co and GRAHAM & SPOOR, 
Newcastle, announce the merger of 
their practices. The partners of 
ARTHUR YOUNG MCCLELLAND MOORES 
& Co resident in Newcastle will be 
Mr KENNETH Spoor, Mr PERCY 
Cooper, Mr JOHN F. PASHLEY, Mr 
MALCOLM SADLER, Mr RoGER C. 
Spoor, Mr KENNETH PATTERSON, and 
Mr JoHN A. COOPER. 


ARTHUR YOUNG MCCLELLAND 
Moores & Co announce that Mr P. J. 
RUTTEMAN, B.SC.(ECON.), A.C.A., and 
Mr P. G. G. RANDS, A.C.A., are being 
taken into partnership. Mr RUTTEMAN 
will be resident at the London office 
and Mr Ranps at the Birmingham 
office. 


Croypon & Co and GRIEVE & Co, 
Chartered Accountants, announce that 
their practices have been amalgamated 
as from April 1st, 1970. The practice 
will be carried on under the style of 
Croypon & Co from the existing 
offices at London SWr, Wembley, and 
Staines, and under the style of GRIEVE 
& Co at Eastcote, Pinner, Middlesex. 
Mr C. N. GRIEVE, C.A., will continue 
as the resident partner at Eastcote. 


PANNELL FITZPATRICK & Co, Char- 
tered Accountants, of Atlas Chambers, 
King Street, Leeds, announce the 
retirement of Mr Hanmorp BOLTON, 
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F.C.A., who has been with SMITHSON, 
BLACKBURN & Co, latterly merged 
with PANNELL FITZPATRICK & Co for 
more than 44 years. 


J. Nort PauL & Co, Chartered 
Accountants, of 35 Galgate, Barnard 
Castle and 21 Market Street, Kirkby 
Stephen announce that Mr RICHARD 
J. TURNBULL, A.C.A., was admitted to 
partnership on April rst, 1970. 


PorrITT, RAINEY & Co, Chartered 
Accountants, announce that they have 
taken into their Sevenoaks partnership, 
as from April 1st, Mr MALCOLM C. 
JANE, A.C.A., A.T.LI, who has been 
associated with the firm for many 


years. 
ROSENTHAL, REFFIN & Co, of 
Leicester and Peterborough, and, 


A. E. C. WINTER & Co, of Bedford, 
announce a mergerof the two practices, 
effective from May Ist, 1970. The new 
name wil be ROSENTHAL, REFFIN & 
WINTER, and the partners' locations 
will be: Mr J. C. ROSENTHAL, B.SC. 
(ECON.), F.A.C.C.A., at 56 London Road, 
Leicester; Mr G. T. REFFIN, F.C.A., at 
6s Lincoln Road, Peterborough; and 
Mr A. E. C. WINTER, A.C.A., at II 
Shakespeare Road, Bedford. 


SPICER AND PEGLER and GRAHAM, 
Proom & SMITH, Chartered Account- 
ants, announce the formation, with 
effect from March rst, 1970, of a joint 
firm with the name SPICER AND 
PEGLER, GRAHAM, PROOM A SMITH. 
The addresses of the firm will be St 
Mary Axe House, 56-60 St Mary Axe, 
London EC3 (the offices of SPICER 
AND PEGLER) and 18  Tankerville 
Terrace, Newcastle upon Tyne, NE2 
3AY, and 25 Northumberland Square, 
North Shields (the offices of GRAHAM, 
Proom & SwrrH and their associated 
firms, DuxBunY & Co and FRENCH 
Wa tis & Co). Both founder firms will 
continue to practise independently 
under their present styles and from 
their present addresses. 


'TANsLEY WirT, JAMES, DANGERFIELD 
and ARMITAGE & Co, announce the 
formation of a joint partnership which 
will practise under the style of 
TANSLEY WITT, JAMES, DANGERFIELD, 
from City House, New Station Street, 
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Leeds. The first partners will be 
DONALD ARMITAGE, F.C.A., F. McD. 
HALL, r.c.4, C. E. M. ARMITAGE, 
A.C.A., H. E. M. BARNES, F.C.A., H. F. 
Hopson, F.c.A., W. H. CALVERLEY, 
F.C.A., D. OWRAM, A.C.A., and A. 
WIGGLESWORTH, A.C.A. ARMITAGE & 
Co continue to practise unchanged. 


APPOINTMENTS 


Mr F. Arrowsmith, F.c.A., has been 


appointed a director of Bambergers 
Ltd. 


Mr K. Ashcroft, F.C.A., A.C.W.A., 
has become general manager, support 
services, of Ideal-Standard Ltd. 


Mr A. T. R. Nicholson, F.c.A., 
finance director of Watney Mann 
(London & Home Counties) Ltd, has 
retired from the board in order to 
concentrate on his responsibilities as 
group finance director, Watney Mann 
Ltd. Following his retirement, the 
following appointments have been 
made: Mr E. B. Palmer, M.A., F.C.A., 
formerly secretary, has been appointed 
to the regional board as regional 
financial controller; Mr R. L. Battisson 
F.A.C.C.A., chief accountant, Watney 
Mann (London & Home Counties), 
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Mr R. L. Battisson. Mr E. B. Palmer. 
becomes deputy group financial execu- 
tive, Watney Mann; and Mr F. G. N. 
Thomas, B.SC.(ECON.), F.C.A., becomes 
regional chief accountant in succession 
to Mr Battisson, in addition to his 
responsibilities as chief accountant of 
the Mortlake Accounting Centre. 


Mr F. S. Bates, F.A.C.C.A., F.C.I.S., 
A.C.W.A., has been appointed financial 
director of Anson-Skycopy Ltd and 
of George Anson & Co. 
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Mr `R. Bicknell, A.C.A., bas become 
secretary of The Barden Corporation 
(UK) Ltd. 


Mr L. J. Clarke, F.c.a., chief 
financial accountant of International 
Publishing Corporation, has been ap- 
pointed finance director of the cor- 
poration with effect from May ist. 
He will assume responsibility for the 
financial and management accounts 
departments of the division. 


Mr Trevor D'Cruz, A.C.A., has 
become finance director of the New 
English Library Ltd. 


Mr Walter Donald, c.a., has been 
appointed director and general 
manager of Miller Contracts Ltd, part 
of the R. S. McColl group of com- 
panies. 


' Mr J. Downie, GA, and Mr D. 
Speedie, B.COM., C.A., have become 
assistant accountants of The Standard 
Life Assurance Co. 


Mr Michael J. O'Keeffe, B.A., 
F.C.A., has been appointed to the board 
of The Munster'and Leinster Bank 
Ltd — a member of Allied Irish Banks 
Group. Mr O’Keeffe. is managing 
director of O'Flaherty Holdings Inc. 
and of Monsell Mitchell & Co Ltd. 


Mr J. L. Roadnight, A.C.A., has been 
appointed a director of Walker Moate 
& Co Ltd. 


. Mr Cameron Smith, c.a., has been 
appointed financial controller of the 
Scottish division of Bydand Ltd, 
which includes the cooperage group 
of Clark. Hunter Ltd, Fettercairn 
Distillery Ltd, and Sutherland 
Buchanan Ltd. He has also: been 
appointed to the boards of the three 
Scottish companies. ` 


Mr Alan M. Wheeler, F.C.A., has 
been appointed a director of Electro- 
Hydraulics Ltd and becomes deputy 
chairman of the board. 


Retirement 


Mr G. W. Flint, C.A., A.C.W.A., on 
reaching retirement age, has ceased to 
be a manager of Charter Consolidated 
Limited and has relinquished various 
directorships which he held as head of 
Charter’s industrial division..He will 


remain a member of the board of. 


Beralt Tin and Wolfram Ltd." 


" BUDGET CHANGES AND PAYE 


Before the Budget changes in tax rates 


and allowances can-be. put into effect, - 


it will be necessary for the Inland 
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Revenue to:review the PAYE code 
numbers of PAYE taxpayers and to 
print and distribute new PAYE tax 
tables to all employers. For these 
reasons, the changes will not become 
operative until the first pay day after 
July sth, 1970. 

The new PAYE tax tables will be 
considerably simpler than the existing 
ones. Because of the abolition of the 
reduced rate relief it will no longer be 
necessary to provide separate tables 
of taxable pay for every week of the 
income tax year. The new tables will 
be expressed in both £ s d and decimal 
currency, in order to assist employers 
who ‘make the change to decimal 
currency before D-day on February 
15th, 1971. 


COMPANY INVESTIGATION 


Mr Cyril Salmon, Q.c., and Mr 
Richard H.. Morcom, F.c.a., a partner 
in Pannell Fitzpatrick & Co, have been 
appointed by the Board of Trade 
as inspectors to investigate the affairs 
of Corton Beach (Holdings) Ltd.. 
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SHORT TUTORIAL COURSES FOR 
ACCOUNTANCY LECTURERS 


To encourage qualified accountants-in 
effectively imparting their professional 
knowledge to others tutorially, short 
teacher training courses are to be held 
at Caer Rhun Hall under the senior 
tutelage of Mr J. V. R. Anderson, 
M.A., A.C.A. There will be four con- 
secutive courses, each. of five days’ 
duration, from June 1rth to July 
6th. 

Each course will assemble in the 
afternoon of the first day and after 
dinner there wil be a welcoming 
address on the importance of teaching 
for. the future of the accountancy 
profession. Throughout the courses 
there will- be model lessons on the 
instruction of elementary book-keep- 
ing; demonstration lectures on law and 
tax, and illustrations of the use of 
film, TV video tape, and other aids to 
learning. i 

In addition to exploring by practical 
measures the art and science of 


- teaching, the relative values of different 


methods, will be compared, contrasted, 
and assessed. Audience participation 
will.include discussions, the prepara- 
tion of lecturettes, and at the end of 
eacli course a booklet will be issued 
. containing a record of ‘its proceedings: 
_., There will be a comprehensive -fee 
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of £50 to cover accommodation, 
literature and teaching manuals. 
Further details may be obtained from 
the offices of The Institute of Char- 
tered Accountants in England and 
Wales, 56-66 Goswell Road, London 
EC1. 


THE INSTITUTE OF INTERNAL 
AUDITORS 


A four-day non-residential course 
is to be held by the London Chapter 
of The Institute of Internal Auditors 
at Friends House, Euston Road, 
London NWr, from April 27th- 
3oth. At the opening session, Mr 
H. A. Whittaker, M.A., A.C.L.s., Presi- 
dent of the Chapter, will speak on 
the role and aims of internal auditing, 
and the subsequent addresses during 
the first three days will be on subjects 
such as ‘Flow-charting and analytical 
auditing’; ‘Report writing and pres- 
entation', and 'Statistical sampling - 
an aid to auditors'. ; 

Sessions seven and eight, which will 
occupy the fourth day of the course, 
will be in the hands of internal auditing 
representatives from Shell Mex and 
BP Ltd, who will describe EDP 
operations generally, and then present 
case studies in computer auditing. 
Problems arising from certain of the 
sessions will be discussed in syndicates 
and in open discussions throughout 
the course, which will terminate with 
a summing up by Mr C. L. Duly, 
M.B.E., A.A.C.C.A., “Chairman of the 
Chapter’s Education Committee. 

Members of the Institute may care 
to note that the Fourth Summer 
School of the Institute will be held 
at Clare Hall, Leicester University, 
from 4.30 p.m. on Friday, July roth 
to 12 noon on Sunday, July rath; 
further details will be announced in 
due course. 


INSOLVENCY AND THE LAW 


The .City of London College has 
arranged a further series of four 
seminars on ‘Insolvency and the law’ 
to be held on Tuesdays from April 
28th to May 19th, at 5.30 to 7 p.m: 
They will be conducted by Mr James 
H. Thompson, principal lecturer in 
law at the College, and will include 
compulsory and voluntary liquidation 
of insolvent companies, receiverships 
in company law, bankruptcies and 
deeds of arrangement. ; | 
. -Further details can be obtained from 
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the Secretary, City of London College, 
Moorgate, London EC2. 


THE ACCOUNTANTS’ 
CHRISTIAN FELLOWSHIP 


At the recent annual general meeting 
of The Accountants’ Christian Fellow- 
ship, the following officers were 
elected for 1970-71: 

Chairman: Mr D. H. E. Kahn, F.c.a. 
Hon. Treasurer: Mr W. W. Mortimer, 
F.C.A. 

Hon. Secretary: Mr R. J. Carter, B.COM., 
F.C.A., 6 Highfield Drive, West Wickham, 
Kent. 

Committee: Mr David W. Andrews (student 
member), Mr Allan L. Plumpton, F.c.a., 
and Mr Michael E. Tagent, A.C.A. 

“The law and the permissive society’ 
was the subject of a discussion which 
followed the annual meeting, led by 
Mr J. F. Wallace, LL.B., of the 
Lawyers’ Christian Fellowship. 

Mr Wallace started by emphasizing 
the hold which the permissive society 
had gained, even amongst witnessing 
Christians. In face of this, the Common 
Law of England was based upon the 
knowledge of God and His law. It 
could be summed up in the direction 
to love your neighbour. This very 
standard in law was argued and de- 
fined in Donaghue v. Stevenson (1932) 
which laid down that you must not 
injure your neighbour and that your 
neighbour is anybody who may reason- 
ably be expected to be affected by your 
actions. 

God’s law was defined by the ten 
commandments. But what they showed 
clearly was that God is righteous and 
man is unrighteous. The New Testa- 
ment was the good news about God 
for us. It was not a textbook of ethics 
but it involved ethical principles. We 
had to turn to the Saviour on the cross; 
He was the only one who could help 
us. We should be continually on the 
watch that our moral standards were 
derived from the Bible; it was so easy 
to accept standards from other sources. 

Mr Wallace went on to say that 
there was a real need for Christian 
witness; not just having a go at all 
non-Christians, or seeing only the bad 
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things in the world, or promoting 


bogus worship, or rigid unkindness. 
So often these defective views of God's 


law occurred because the Bible's view 


of the Lord Jesus was not known 
and followed. 

Christians were a small minority in 
the world so why should they impose 
their standards upon the others? The 
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answer was that 'the earth is the 
Lord's and the.fulness thereof'. We 
were all in a position to exert some 
influence, even though few of us were 
in authority. Christians were called 
to be the light and the salt of the earth. 
The reply of the Christian to the 
permissive society was the law of the 
Spirit — the Spirit of Jesus Christ. 


MOMENTUM OF MANAGEMENT. 


Consultants' Annual Dinner 


DISTINGUISHED guests at the 
annual dinner of the Institute of 
Management Consultants at The Royal 
Lancaster Hotel, London, last Friday, 
included Lord Brown, M.B.E., Minister 
of State, Board of Trade, Sir Ashton 
Roskill, oc, Chairman, Monopolies 
Commission, Mr G. D. H. Dewar, 
C.A., President, The Institute of 
Chartered Accountants of Scotland, 
Mr H. P. Southall, F.c.a., F.C.W.A., 
J.DIP.M.A., President, The Institute of 
Cost and Works Accountants, and Mr 
Victor Feather, C.B.E., General Secre- 
tary, Trades Union Congress. 

Mr W. Coutts Donald, C.A., F.C.W.A., 
F.B.LM., F.I.M.C., immediate Past- 
President of the Institute of Manage- 
ment Consultants, welcomed those 
present and introduced Mr E. J. 
Partridge, Chairman, Imperial 
Tobacco Group Ltd, and President- 
elect of the Confederation of British 
Industry. Proposing the toast of the 
Institute, Mr Partridge complimented 
its members on their achievements in 
effective management and the 
momentum they inspired. He voiced 
his own definition of management 
consultancy, namely, ‘an amalgam of 
know-how and judgement’, .but 
stressed that to maintain the standard 
it was necessary for education and 
experience to play their parts. To 
further the acquisition of ‘know-how’ 
he personally had spent a good deal of 
time in promoting the Council of 
Industry for Management Education. 

Emphasizing the support the CBI 
was giving to management in the 
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educational sphere and that ‘an en- 
lightened not a-benighted’ leadership 
was required, Mr Partridge observed 
that competence in industrial manage- 
ment embraced not only technical 
expertise, but also an imaginative 
understanding of industry’s role and 
responsibility in modern society. As 
power in the UK’s industrial society 
was distributed over management, the 
investing public, government, unions, 
and the people, he said that for industry 
to prosper there must be co-operation 
between government, management and 
the unions. . 

At the annual general meeting 
preceding the dinner, Mr- O. W. 
Roskill, M.A., B.SC., C.ENG., F.B.I.M., 
F.LM.C., senior partner in the firm of 
industrial consultants bearing his name, 
was elected President of the Institute 
in succession to Mr Coutts Donald. 
Members .of the Council present 
included Mr L. W. Robson, F.C.A., 
F.C.W.A., J.DIP.M.A., F.L.M.C., and Mr 
A. W. Howitt, M.A., F.C.A., F.C.W.A., 
J-DIP.M.A., F.1.M.C. 

There was a general desire at the 
meeting for management consultancy 
to be recognized as a major profession 
and Mr Coutts Donald evinced plea- 
sure at the growth of the Institute. !n 
the past year, he announced, a 25 
per cent increase in membership had 
been 'achieved, a most encouraging 
aspect being that members were from 
large and small firms of consultants, 
thus proving that the Institute was 
truly representative of the consultancy 
profession. 
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. "The names of the 924. newly admitted 
` members of the Institute, referred to 


in the proceedings of the Council in 
last week's issue, are as follows: — : 


Abbott, Richard, A.C.A., 41970; 66 Palmerston 
Road, Woodston, Peterborough. 

Adams, Robert James, A.C.A., a1970; 22 The 
Nurseries, Coven, near Wolverhampton, 

' Staffs. 

Adisa, Emmanuel Babatunde, A.C.A., 01970; EA 
Jenner Road, Stoke Newington, London ? 

Agarwal, Ashok Kumar, A.C.A., 41970; se 
- Clarendon Road, Edgbaston, Birmingham 16. 

Agley, Bryan Laureston, A.C.A., @1970; 24 
Coombe Avenue, Ensbury Park, Bourne- 
‘mouth, Hampshire. 

Ahluwalia, Madan Mohan Singh, A.C. A. , 41970; 
37 St Julians Road, London NW6. `. 

Ahmad, Ejaz, A,C.A., 41970; 1 Collier Drive, 
Edgware, Middx 

Ahmed, Moslehuddin, A.C.A., 41970; 16 Gor- 
don Road, Finchley, London N3. ~ 

Ainsworth, . Eric Stephen,  A.C.A., 41970; 
. 62 Melton Avenue, Solihull, Warwickshire. 

Akam, Johnson d SS C.A., 01970; 51 Melrose 
Gardens, London W 

Alborough, John Warman, A.C.A., A1970; 
a Arundel Road, Kingston upon Thames, 

urrey. 

Alexander, Stephen Thomas Sie ACA, 

a1970; 23 East Sheen Avenue, London SW14. 
ord, Mervyn. Henry; A.c.A., a1970; 7 Bryn 

Garw, Croesyceiliog, Cwmbran, Mon. 

132 Lancaster Road, 
London Wir. I 

Allan, Michael Kingsley, A.C.A., ag ‘Bank- 
foot’, Stocksfield, “Northumberland. 


. Allen, Anthony: Thomas Karel, A.C.A., a1970; 


19 Bank Croft, Longton, near Preston, Lancs. 
Allen, John Hanson, A.C.A., 41970; 76 Oldham 
Road, Ripponden, Halifax, Yorks. 
Allen, (Miss) Kathleen Elsie, A.C.A., 41970; 104 
Oregon Way, Chaddesden, Derby (resident 


abroad). 

Allen, Richard John, B.COM, A.C.A., 21970; 
Flat 67, Warwick Crest, Arthur Road, 
Edgbaston, Birmingham 15. 

Allingham, David Spencer, A.C.A., 21970; 35 
: Orchard Way, Reigate, Surrey. 

Altshul, Ronald Charles, A.C.A., a1970; 125 
Bournbrook Road, Selly Park, -Birmihgham 


29. 


a Indicates the GE sid admission to the 
Institute. 


bw? 


| eS Indicates the year of admission ,to the 
Society of Incorporated Accountants. 


4 means ‘Member in Practice’. 

Firms not marked + or * are composed wholly 
of chartered accountant members of the 
Institute. 


` f Against the name of a firm indicates that the 


, though not wholly composed of members 
ofthe Institute, is composed wholly of chartered 
accountants who are rnembers of one or another 
of the three Institutes of chartered accountants 
in Great Britain and Ireland. 


* Against the name of'a firm indicates that the 


firm is not wholly composed of members of one ` 


or another of the three Institutes of chartered 


' accountants in Great Britain and Ireland. 


D 
Baines, 


Admissions to Membership. 
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Alvarez, Harry Lewis, A.C.A., a1970; 5 Stan- 
hope Place, London Wz. 

Andrews, Alun Leslie, A:C.A4., a1970; 461A 
Kingsbury Road, Kingsbury; London NWo. 

Andrews, Robert Mario John, B.A., A.C.A., 
ar970; Flat i2, 85 Cadogan Gardens, 
London SW3. 

Andrews, Stanley Victor, SSES ei 41970; 71 
Wheatlands, Heston, Middx 


Arch, Brian Frank, A.C.A., 1970; 37 Hazel 


Road, Kingswinford, Staffs, 

Archer, Malcolm Patrick, ACA., 

` 3 Lowndes Street, London DW, . | 

Armitage, Peter Dickson, A.C.A., @1970; 
‘Applegarth’, Linton Common, Wether y, 
Yorkshire. 

Armstrong, John Anthony, A.C.A., a1970; 31A 
Upper Dicconson Street, Wigan, Lancashire, 

Arnold, David Christopher ‘Evans, A.C.A., 
ai1970; 47 Mangotsfield Road, Staple Hill, 
Bristol BS16 5NB. 

Arnold, Lawrence Kenneth, A.C.A., 01970; IO 
Saxon. Way, Reigate, Surrey. 

Arthur, Norman Jenks, A.C.A., a1970; 12 
Gleneagles Close, Vicars Cross, „Chester 
CH3 sHW. 

E John Gordon, A.C.A., 41970; 1$ 
Stour Avenue, Norwood Green, Middx. 

Aston, Geoffrey Leonard, A.C.A., a1970; 
‘Wayside’; Station Road, "Nether Whitacre ; 
near Coleshill, Birmingham. 

. Atkinson, Michael Norman, B.A.(ECON.), A.C.A., 
41970; 6 Wharfedale Crescent, Off New 
Lane, Skelmanthorpe, -near Huddersfield, 
Yorkshire. 

Attwood, Christopher Raymond, A.C.A., 01970; 
ie Southridge Rise, Crowborough, Sussex. 


41979; 


_ Austin, Reginald Edward, A.C.A., a1970; 28 


Stoneleigh Crescent, Stoneleigh, Epsom, 


Surrey. 


Bacchus, Anthony Graham, A.C.A., a1970; 
, 11 The Ridings, Cobham, Surrey. 

Backhouse, Oliver Richard, A.C.A., a1970; 
27 Dewhurst Road, London WA. 

Badger, Roger Gregory, A.C.A., 41970; “The 
NOR IZ Station Road, Salhouse, Norwich 

Bailey, RS A.C.A., 41970; rr Paris Avenue, 
Westlands, Newcastle, Staffordshire. ` 

Alan Leonard, A.C.A., 481970; 427 

Burnley Lane, Chadderton,- near Oldham, 


Bia "Michael, A.C.A. ., 81970; 84 Highfield 
Avenue, Appleton Park, near Warrington, 
Lancs. 

Baker, Christopher John, A.C.A., a1970; 29 

m Mead, Aylesbury, Bucks. 

Baker. Edward James, ACAL, ,a1970; 23 
Highfield Road, Flackwell Heath, High 
Wycombe, Bucks. 

Baker, Graeme Johnson; A.C.A., 41970; 36 
' Balgores Lane, Gidea Park, Essex. 

Baker, Richard Morley, A.C.A., 01970; 3 piona 
Drive, Thurnby, Leicester. 

Baldwin, Kenneth Graham, A.C.A., ai970: 
16 Capel Road, Rayné, Braintree, Essex. 

, Barlow, Christopher John, A.c.a., 21970; Tally 
Ho Lodge, Coleford, near Bath, Somerset. 
Barlow: Clivé John Vaughan, B. SC. (ECON.), 
. A.C.A., 41970; ro Alton ‘Gardens, Twicken- 

‘ham, Middx. 

Barr, Jeremy Miles, A.C.A.; 81970; 54A St James 

Avenue, RE Hill, Mid ddx. 


F Beaty-Pownall, 


. Blaiberg, Malcolm, A.C.A, a1970; 


: Bloom, 


Barrie, Christopher Winston, A.C.A., 81970; 
31 Foxley Lane, Purley, Surrey CR23EH. . 

Barrow, John David, A.C.A., 41970; 156 Manor 
Lane, Shipley, Yorkshire. 

Bartlett, John Richard, A.C.A., a1970; 13 Teild 
Street, Cardiff CF: oJ N. 

Barton, Richard Keith, A.C.A., 41970; 15 
Dunsfold Court, Blackbush Close, Sutton, 


Surrey. 

Barton, Thomas Ross, A.C.A., Groo: 31 
Balmoral Avenue, Besses o th’ Barn, 
Whitefield, Manchester M25 6BB. 

Bass, Peter Michael, A.C.A., 41970; 41 Lower 
Tail, Watford WDr 5SDD. 

Batey, Robert Geoffrey, A.C.A., 41970; 83 
Lowry Hil -Road, Lowry Hill, Carlisle, 
Cumberland. 

Battong, Frank Peter John, A.C:4., 21970; 65 
Park Meadow, Old Hatfield, Herts. 

Baxter, Peter ] ohn, A.C.A., G1970; 24 Claremont 
Court, Essex Close, Broad Lane, Coventry. 
Bayliss, Christopher John, A.C.A., 81979; 

6. Egerton Drive, West Kirby, Wirral, 


Cheshire. 
Michael Christopher, A.C.A., 
oor “The Dales’, Ballanard Road, Douglas, 


Beckwith; John Lionel, A.C.A., a1970; ‘White 
Gable’, Saltwood, Kent, 

Belfield, John Newton; A.C.A., a1970; "I'ang- 
‘mere’, Poveycross Road, Horley,. Sürrey. 

E Christopher Rouse, A.C.A., a1970; 9 South 

View, St Georges Road, Hull, Yorks. 

s. John Henry, A.C.A., 41970; 72 Lock 

Lane, " Sandiacre, Notts NGro 5LB. 
Bennett, Robert Geoffrey, A.C.A., 41970; Fair 
Oak, Horsell Park, Woking, Surrey. 
Berry, Geoffrey Arthur, A.C.A., 81970; 78 
Prince of Wales Lane, Yardley Wood, 
Birmingham 14 
Berry, Michael Richard, A.C.A., 21970; 3 Dixies 
Cottages, Enmore, Bridgwater, Somerset. 
Best, John David, A.C.A., a1970; 126 Hook 
Road, Goole, Yorks. 
Bickley, Peter David, A.C.A., 41970; 8 Cricket- . 
field Road, Newton Abbot, Devon. 
-Bilding, Leslie Alfred, a.c.A., a1970; 44 Crest 
Drive, Enfield, Middx. 
Binns, John Christopher, A.C.A., @1970; 38 
Falcon Road, Bingley, Yorks, 
Binstock, Brian Alan, A.C.A., a1970; 7 Balna- 
craig Avenue, Neasden, London NWro. 
Bird, Roger Hughes, A.C.A., a1970; 45 Charle- 
mont Avenue, West Bromwich, Staffs, ; 
RE Derick Robin, A.C.A., a1970; Beam 
, Forest Road, Tunbridge Wells, Kent. 
end Martyn John, A.C.A., 41970; with 
Messrs Astley, Egan & Co, ro Wellington 
Street (St Johns), Blackburn, Lancs. 
Biskupski, Heliodor Jan Marian, B.A.(ECON.), 
A.C.A., 41970; 4 Leinster Square, London W2. 
Blackler, Antony Lawrence, A.C.A., 41970; 
6 Beer Hackett, near Sherborne, Dorset. 
Blackmore, Gordon, B.A., A.C.A., a1970; 80 
Draycott Avenue, Kenton, Middx. ` ` 
ii Friars 
Walk, Southgate, London N14 

Blaxhill, Keith Douglas, A.C. sé 4 481970; 9 
Langthorne Avenue, Stevenage, Herts. 

Alan Neale, A.C.A., 81970; 7 Leven 
Avenue, Bournemouth, Hampshire. 

Bold, Simon Mercer, A.C.A., a1970; 53 South 
View Rise, Alton, Han 

Boucher, Charles Patrick, A.C.A., 81970; 25 
Claremont Road, Headingley, Leeds , Yorks. 
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Bowden, Robert Stanley, A.C.A., ar970; 17 
Harold Street, Offerton, Stockport SK 1 4JU. 

Bowen, Timothy James Glyn, A.C.A., 81970; 
23 St James’ Gardens, Swansea, Glam. 

Bowker, Julian John, A.C.A., a1970; 4 Fair- 
bourne Drive, Wilmslow, Cheshire SKg 6] F. 

Bowman, William John, A.C.A., a1970; 65 
Pelham Court, Leverstock Green, Hemel 
Hempstead, Herts. l 

Boyd, Michael Neil Murray, A.C.A., a1970; 
72 Kensington High Street, London W8. 

Boydell, David, A.C.A., a1970; Iris Cottage, 
Berrycroft, Lower Wanborough, near Swin- 
don, Wilts, 

Boydell, Malcolm Barry, A.C.A., a1g70; IO 
Vereker Road, London W 14. 

Bradley, Peter Derek, A.C.A., 1970; 58 Stratton 
Avenue, Wallington, Surrey. 

Braithwaite, Nigel Dennis, A.C.A., 41970; 
‘Croydon Villa’, Beacon Street, Penrith, 
Cumberland. 

Brake, David Edward, A.C.A., a1970; 21 Balfour 
Road, Ashton Gate, Bristol BS3 2AF. 

Brandl, Peter Leonard Joseph, A.C.A., a1970; 
24 Ranelagh Road, Ealing, London Ws. 

Brennan, Ciaran, B.A., A.C.A., @1970; Flat 6, 
3 Chesham Street, Belgravia, London SW1. 

Brennan, Peter John, A.C.A., a1970; 15 Mersey 
Road, Heaton Mersey, Stockport. 

Bridger, David Wilson, B.A.(ECON.) A.C.A., 
81970; 62 Chiswick Lane, Chiswick, 
London W4. 

Bridges, Clive, A.C.A., a1970; Brace’s Leigh, 
Newland, Malvern, Worcs. 

Brooke, Brian Gordon, A.C.A., a1970; 181 
Withrow Avenue, ‘Toronto, Ontario, Canada. 

Brookman, George David, A.C.A., a1970; 72 
Mauretania Road, Walton, Liverpool L4 6SS. 

Brooks, Nicholas Edwin, A.C.A., a1970; 488 


Budshead Road, Whitleigh, Plymouth, 
Devon. 
Broom-Smith, Christopher, A.C.A., a1970; 


Flat F, 12 Compton Road, London Nr. 

Brown, Andrew John, A.C.A., a1970; 23 Long- 
bridge Road, Barking, Essex. 

Brown, Philip William Armstrong, B.SC., A.C.A., 
a1970; 19 West Avenue, Gosforth, Newcastle 
upon Tyne NE3 4ES. 

Bryan, Michael Ernest, A.C.A., @1970; 41 Video 
Court, 2 Mountview Road, London N4. 

Buckley, Brian Alfred William, A.C.A., @1970; 
6 Braxted Close, Rochford, Essex, 

Bucknall, Clive, A.C.A., a1970; 14 Beechcroft 
Estate, Maple Tree Lane, Halesowen, 
Worcs. 

Bull, Brian James, A.C.A., a1970; 16 Greystones 
Road, Bearsted, Maidstone, Kent. 

Buley, Alan Edward, B.A., A.C.A., a1970; 
40 Shipfield, Sprowston Road, Norwich 
NOR 69P. 


Bulpitt, Nigel Peter, A.C.A., a1970; 38 Clonmel 
Road, 'T'eddington, Middx. 

Burns, Roger, A.C.A. a1970; ros Welbeck 
Road, Long Eaton, Nottingham NGro AGO. 

Burroughes, Robert Lindon, A.C.A., a1970; 
71A Aberdare Gardens, London NW6. 

Burrows, Peter George, A.C.A. a1970; 8 West 
Way, Carshalton Beeches, Surrey. 

Burton, Graham Pearson, A.C.A., 
Trinity Hill, Ripon, Yorks. 

Bushell, Michael Perek, A.C.A., a1970; ‘Sel- 
borne’, Cannongate Road, Hythe, Kent. 

Butler, Graham Kenneth, A.C.A., a1970; 159 
Kenton Lane, Kenton, Harrow, Middx. 

Butler, Warrick, B.SC., A.C.A., aro7o; 22 
Ormonde Court, Upper Richmond Road, 
Putney, London SWrs. 

Butt, Munir Uddin, A.C.A., a1970; 2 Harble 
Down Road, London SW6. 


a1970; 


Caistor, Richard Geoffrey, A.C.A., a1970; 
1 Burlington Crescent, Headington, Oxford. 

Callister, Peter, M.A., A.C.A., at970; 35 Rowton 
Grange Road,  Chapel-en-le-Frith, via 
Stockport, Cheshire. 

Campbell-Jones, Anthony John, A.C.A., a1970; 
18 Rosemount Park, Oxton, Wirral, Cheshire. 

Capes, Robert Geddes, A.C.A., a1970; 1 Mount 
Pleasant Road, Wallasey, Cheshire. 

Card, . Charles Rodger, A.C.A., a1970; The 
Green, Hope, near Sheffield. 

Carey, Robin Frederick, A.C.A., @1970; 12 
Leighton Road, Cheltenham, Glos. 
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Carol, Geoffrey Victor, B.SC., A.C.A., 41970; 
18 Woolley Road, Southborough, Tunbridge 
Wells, Kent. 

Carroll, John Rodney, A.C.A., a1970; 4 Pem- 
broke Avenue, Hersham, Walton-on-Thames, 
Surrey. 

Carson, Anthony Roger, A.C.A., a1970; 37 
ee House, Boundary Road, London 
E . 


° Casbolt, Leonard Denis Frederick, A.C.A., 


41970; 12 Tranmere Road, Whitton, Middx. 
Case, Philip Lee Malim, A.C.A., 1970; 
Myddylton House, Saffron Walden, Essex. 
Cerny, Jan James Julius Trobriand, B.sc.(ENG.), 
cis a1970; 79 Abbotsbury Road, London 

I 


4. 

Chamberlain, Peter David, A.C.A., a1970; 15 
Park Road, Irthlingborough, Northants 
NN9 5PW. 

Champaklal, Ghanshyam, A.C.A., a1970; c/o 
Messrs Uttamram (Singapore) & Co, PO 
Box 1155, 69/73 Arab Street, Singapore 7. 

Chandaria, Nyalchand Nathalal, A.C.A., 41970; 
34 Sinclair Grove, London NW11. 

Chang, (Miss) Lee Sian, A.C,A., a1970; 10 Bin 
Tong Park, Singapore 10. 

Chapman, Geraint John, A.C.A.,  a1970; 
8 Westfield Road, Caerleon, Mon. NP6 1 DZ, 

Chapman, William Robert, A,C.A., a1970; 
Orchard Court, Orchard Lane, Great Glenn, 
Leicester. 

Chappin, Brian John, A.C.A., 41970; 99 
Victoria Avenue, London Road, Worcester. 
Cheal, David Geoffrey Alexander, A.C.A., a1970: 
'Spindlewood', Amberley, Arundel, Sussex. 
Cheesbrough, David, A.C.A., argo; s The 

Mount, Redhill, Nottingham NGs 8LU. 

Cheney, Paul William, A.C.A., a1970; 44 Barry 
Road, Northampton. 

Child, Ian Lester, A.C.A., a1970; 16A Draycott 
Place, Chelsea, London SW. 

Clampett, Richard Martin, A.C.A., 21970; 16 
Glenside Road, Slaithwaite, Huddersfield, 
Yorkshire. 

Clark, Andrew, A.C.A., 41970; 55 Endcliffe Vale 
Road, Sheffield 10, Yorks. 

Clarke, Andrew Paul, A.C.A., a1970; 16 Jasmine 
Road, Great Bridgeford, Stafford. 

Clarke, Geoffrey Francis, A.C.A., ar970; II 
Woodland Court, Bridge- Road, Epsom, 


urrey. 

Clarke, Richard Anthony, A.C.A., a1970; “The 
Kiln’, Gardeners Hill Road, Boundstone, 
Farnham, Surrey. ` 

Clayton, Christopher John Moffat, A.C.A. 
81970; 35 Baron’s Court Road, London W t4. 

Clerey, Richard Albert, A.C.A., a1i970; 17 
Darras Road, Darras Hall, Ponteland, 
Northumberland. 

Cleveley, John, A.C.A., ar970; 28 Ridgmont 
Croft, Quinton, Birmingham 32. 

Cockman, lan Francis, A.C.A., 4d1970; 65 
Danescroft Drive, Leigh-on-Sea, Essex. 

Coles, Simon George, A.C.A., a1970; Flat x, 
97 West End Lane, London NW6. 

Collier, Reginald John, A.c.4., a1970; 86 Talbo 
Road, Highgate, London N6. 

Collins, David Richard, A.C.A., a1970; 42 Evans 
Avenue, Allestree, Derby. 

Collins, Richard Howard, A.C.A., 41970; 
3 Williams Way, Radlett, Herts. 

Connop, Kenneth Charles, A.C.A., a1970; 15 
Park Drive, Forest Hall, Newcastle upon 
Tyne 12. 

Cook, Christopher Robert William, a.c.a., 
81970; 13 Wellesley Avenue, London W6. 

Cook, Maurice John, A.C.A., a1970; 553 Kings 
Road, Kingstanding, Birmingham 22C. 

Cook, Roger Daniel, A.C.A., 41970; 46 Newell 
Road, Hemel Hempstead, Herts. 

Cooke, David Leslie, A.C.A., 41970; sr Roseford 
Road, Cambridge CB4 2HA. 

Cooke, Edwin George, A.C.A., a1970; 6 Haley 
Close, Hemingford Grey, Hunts. 

Coombe, John David, B.sC.(ECON.), A.C.A. 
81970; 71 Regal Way, Harrow, Middx. 

*ICoomber, Dennis Altred, A.C.A., @1970; IO 
Doods Road, Reigate, Surrey. 

Cooper, John Arthur, A.C.A., a19703 47 Water- 
loo Road, Barkingside, Ilford, Essex. 

Cooper, John Gilbert, A.C.A., 21970; 66 Broad- 
oak Avenue, Enfield, Middx. 

Cooper, Robert Hamilton, A.C.A., a1970; "Ihe 
Orchard’, Westgate Road, Beckenham, Kent. 


-Dias, Raymond, A.C.A., a1970; 


April 23rd, 1970 


Copie, Philippe Edouard, A.C.A., 1970; 
1 High Park Avenue, Kew Gardens, Surrey. 

Copping, Francis John, a.c.a., a1970; 81 

eadow Rise, Billericay, Essex. 

Cornes, Roger Langford, A.C.A., 1970; 
Middlewood-Farm, Rougheel, near Nelson, 
Lancs. 

Cornwall, Christopher Philip, A.C.A., 21970; 
381 Strone Road, Manor Park, London E12. 


Coulson, Anthony Brett, A.C.A., 1970; 
‘Ridgeway’, Ashleigh Road, Horsham, 
Sussex. 


Cowen, Gavin, A.C.A., ar970; 9 Cromwell 
Place, London SW7. 

Cox, Michael Charles, A.C.A., @1970; 47 
Druidsville Road, Liverpool 18. 

Cox, Michael Dexter, A.C.A., a1970; 39 Stone- 
house Road, Sutton Coldfield, Warwickshire. 

Crews, Laurence William, A.C.A., 41970; 12 
Manor Court, Manorgate Road, Kingston 
upon Thames, Surrey. 

Crosland, Richard Bryan, A.C.A., 21970; “The 
Gables’, Linden Road, Halifax, Yorkshire. 
Cross, Ian Frederick Albert, A.C.A., a1970; 80 

Copthorne Road, Shrewsbury, Salop. 

Cross, William Richard Jason Blount, A.C.A., 
41970; 30A Gloucester Road, London SW7. 
Crouch, Michael Henry, A.C.A., 21970; 

‘Chesters’, Orchard Way, Esher, Surrey.. 
Crowe, Trevor John, A.C.A., a1970; 10 West 
End, Brampton, Huntingdon. 
Cullen, Anthony Bernard, A.C.A., ar970; I 
Commonwealth Road, Caterham, Surrey. 
Cumberbatch, Michael Carlton, A.C.A., 41970; 
27 Kings Road, Walton-on-Thames, Surrey. 
Currie, Ian Hamilton, A.C.A., a1970; 9 Brown- 
ing Avenue, Paulsgrove, Portsmouth, Hants. 


Darbyshire, David Stewart, M.A., A.C.A., 21970; 
with Messrs Arthur Andersen & Co, St 
Alphage House, 2 Fore Street, London EC2. 

Dastyari, Kamal, a.c.a., a1970; clo PO Box 
312, Teheran, Iran. 

Date, Stephen Charles, B.A.(ECON.), A.C.A., 

` 41970; ‘Half Acre’, Halwill, Beaworthy, 
North Devon. 

Daver, Jehangir Noshir, B.sC.(ECON.), A.C.A., 
a1970; London House, Mecklenburgh 
Square, London WC1. 

Davie, Jonathan Richard, A.C.A., a1970; Gate 
Cottage, Littleworth Avenue, Esher, Surrey. 

Davies, Anthony John, A.C.A., a1970; 10 
Thoresby College, King's Lynn, Norfolk. 

Davies, Clement John, A.C.A., arg70; 86 
Chillingworth Crescent, Wood Farm Estate; 
Headington, Oxford. 

Davies, Derrick Russell, A.C.A., @1970; 54 
College Road, Carmarthen. 

Davies, Kenneth Seymour, A.C.A., 41970; 24 
Hawthorne Avenue,  Eastcote,  Ruislip, 
Middx HA4 85S. 

Davis, Graham Robert, A.C.A., a1970; 'Sel- 
borne’, Brownlow Road, Ellesmere, Salop. 
Davis, Paul Anthony, A.C.A., 41970; 249 Cox- 

ford Road, Southampton SOr 6LB. 

Dawes, Harold Brian, A.C.A., a1970; 3 Weston 
Road, Albrighton, Wolverhampton, Staffs. 
De, Debaprasad, A.C.A., ar9o7o; ro Wolmer 

Close, Edgware, Middx. > 

De La Paz, Edward Joseph, A.C.A., @1970; 
6 Prince Edward Mansion, Heretord Road, 
London W2. 

Denham, Robert Edward, A.C.A., 61970; 46A 
Albion Road, Sutton, Surrey. : 

Denney, John Warner, A.C.A., 21970; 56 
Evington Drive, Leicester. 

i: Windsor 
Close, Finchley, London N3. 

Dickens, David John Hamilton, A.C.A., 41970; 
2 Mervyn Avenue, New Eltham, London 
SEg. 

Dickinson, Peter Denis, A.C.A., a1i979; II 
Fairway Close, Brunton Park, Newcastle 
upon Tyne 3. 

Diddams, Peter Michael, A.C.A., @1970; 3 
Plovers Down, Olivers Battery, Winchester, 
Hants. 

Dimishky, Peter John Theodore, A.C.A., 41970; 
‘Old Timbers’, Copthall Corner, Chalfont 
St Peter, Bucks. 1 

Dimsey, Dermot Jeremy, A.C.A., a:970; Lea 
Cottage, Askham, Newark, Notts. 

Din, Shabihub, A.C.A., a1970; with Holman & 
Co, 204 Finsbury Court, London EC2. 


` 


Doyle, David Corin, A.C.A., @1970; 


‘Dormon, 


April 23rd, 1970. 


Dixon, Clive Owen, A.C.4.; a1970;.424 Wood- 
grange Drive, Thorpe Bay, Reser," ~ 
Dobbin, Anthony. Michael Chetwynd, B.A., 
A.C.A., 41970; 21 Mapperley ; Hall Drive, 
Nottingham NG3 SEN, ` nr 
Dobson, Geoffrey John, A.C.A., a1970; 28 West 
Avenue, Heath End, Farnham, Surrey: 
Dodd, Edward Henry, A.C.A., 41970; “195 
Becontree Avenue, Dagenham, Essex.. | 
Dodd, Malcolm, A.C.A., 41970; 73 Steer Road, 
Swanage, Dorset. 
Dodson, Peter Robert, A.C.A., a1970; "Warwick 
Cottage’, Ledburn, Leighton Buzzard, Beds. 
Dolan, John Richard, a.c.a., 21970; ‘Cam- 
bourne’, Fairwater Road, Llandaff, Cardiff. 
Dollery, Ian Keith, A.C.A., a1970; 94 Bronson 
Road, Raynes Park, London SW2o. 
Donaldson, William Alexander, A.C.A., 41970; 
18 Harley Road, London NW3. ` 
Dorée, Herbert John, B.A., A.C.A., a1970; 
2 Gaspar Mews,  Courtfield . Gardens, 
London SW. Se l 
Peter George, A.C.A., 81970; QI 
Cottenham Park Road, Wimbledon, London 


SW2o. I 2 
Douglas, Peter Alaric, A.C.A., 21970; 4 Fairway, 
Bramhall, Cheshire, 
Dowell, Michael James, A.c.As, 61970; 45 
South Court Avenue, Dorchester, Dorset. 
Downey, Patrick Joseph, B.COM., A.C.A., @1970; 
22 Waterlow Road, London N19. 2 
"Mine- 


holme', Howell Hill, Cheam Road, Ewell, 
Surrey. : 

Dring, Colin Richard, A.c.A.; 41970; 24 Vicar- 
age Drive, East Sheen, London SW14. 

Dunk, Paul Nicholas Hillam, A.C.A., a1970; 
3 Bracken View, Mill Hill Road, Barnes, 
London SW13. d ` 

Dunn, Eric Marshall, A.C.A., arg76; 60 Milton 
Avenue, Barnet, Herts. 

Dyke, Colin John, A.C.A., 


41970; 7 Turnberry 
Way, Orpington, Kent. EE 


"Earle, Martin Stewart, A.C.A, 41970; 22 


Eversley Crescent, London Nar, 


Easby, David Michael Wastell, A.C.A., 41970; 
` ' Heath House, Heath Drive, Walton-on-the- 


- Hill; Tadworth, Surrey. 
Ebbe, John Arthur, A.c.A.,.a1970; ‘Lakeside’, 
Glendyke Road, Allerton, Liverpool 18. 
Eckersley, Adrian, A.C.A., 81970; 29 Springbank, 
' Broadway, Chadderton, near Oldham, Lancs, 
Edmondson, Stephen James, A.C.A., a1970; 
' 145 Langroyd Road, Colne, Lancs. 
Edwards, Colin, A.C.A., a1970; 8 Arnold Way, 
Bosham, Sussex. ` l 
Edwards, Frank, A.C.A., a1970; Flat 6, 8o 
Palatine Road, West Didsbury, Manchester. 


. Edwards, John’ 'Tregellis, A.C.A:, ai1970; 76 


Stonard Road, Dagenham, Essex. 

Edwards, (Mrs) Margaret Jennifer, B.SC., A.C.A., 
41970; ‘Cheyneys’, The Birches, Farn- 
borough Common, Orpington, Kent. 

Edwards, Nigel Denison, A.C.A., a1970; 44 
Lindsay Road, Worcester Park, Surrey. 

Egerton, Peter John, A.C.A., a1970; 20 Oak- 
wood Road, Boldmere, Sutton Coldfield, 
Warwicks. 

Eke, Michael Ronald, A.C.A., 41970; 18 Rodwell 

© Court, Hersham Road, Walton-on-Thames, 
Surrey. . 

Ellam, Frank John, A.C.A., 41970; 8 Golding 
Crescent, Stanford-le-Hope, Essex. 

Endicott, David John, a.c.a., 1970; 64 
Kelmscott Road, London SW. 

English, Jeremy James Foster, A.C.A., .a1970; 

- ‘Hangovers’, Setley, Brockenhurst, Hants 
S04 7UF. ` 


. Espitalier-Noél, Joseph Bernard, A.C.A., 41970; 


16 Norland Square, Holland Park, London 


WII. 


zi 3 


Ee 


Etchells, David John, A.C.A., "1970; 2A New- 


bridge Crescent, Wolverhampton, Staffs. ' 
Eustance, Robert Charles, A.C.A., 41970: 14 


Callard Avenue, Palmer’s Green, London | 


' Avenue, West Ewell, Surrey. 


Evans, Joseph Alan, A.C.A., 41970; 16 Mount š 
` ` Street, Oatlands, Harrogate, Yorkshire. 


` Evans, Malcolm Cavell, A.C.A., a1970; ‘Chart’, 


'West Common, Haywards Heath, Sussex. 


a ` 


13. . 
‘Evans, Colin William, A.C.A., «1970; 77 Station 


z a CH ` i - f 
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Eve, Dennis Paul, B.sC.(ECON.), A.C.A., 41970; 


7 Walters Close, Eastwood, Essex. - 


Gardens, Brentwood, Essex. 
Everitt, David Anthony, A.C.A., 41970; 3 
Carroll Hill, Loughton, Essex. - 
Eves, John William, A.C.4.,-a1970; 24. Linden 
oo Paddock Wood, near .'lonbridge, 
ent. ps 


Fail, Robert James, A.C.A., a1970; 'The White 
Swan, Newgate Street, Morpeth, Northum- 
berland. ` 

Fare, (Miss) Judith Frances, A.C.A., a1970; 
‘Lythemore’, Moresby, Whitehaven, Cum- 
berland. 

Farrelly, Ian Francis, A.C.A., a1970; 143F Cooks 
Road, Walworth, London SEr7. 

Faulkner, John, A.C.A., @19Q70; 
Barnet Lane, London N20. ` 

Felgate, Colin Stewart, A.C.A., a1970; 'Ayles- 
ford', Helena Road, Rayleigh, Essex. 

Felton, Richard John, sB.sc.(ECON.), A.C.A., 
41970; Flat r, 185 West -Heath Road, 
London NW3. ` 

Ferrier, Allan John, A.C.A7, a1970; 36 Fieldway, 
Lindfield, Sussex. NE i 

Fillmore, Malcolm Peter, A.C.A., 21970; 
“Skelder’, Cansiron Lane, Ashurstwood, East 
Grinstead, Sussex. i 

Findlater, Richard Napier, A.C.A., a1970; 
‘Sunnymead’, East Hoathly, Lewes, Sussex. 

Fine, Simon David, 4.C.A., a1970; 12 Dickson 
Avenue, Ribbleton, Preston PR1 5SE. 

Fisher, Roy, A.C.A., a1970; 10 Goldthorn 
Crescent, off Witton Road, Wolverhampton, 
Staffs. ; 

Flint, David Bruce, A.C.A., a1970; 10 Devon 
Road, Smethwick, Warley, Worcs. 

Flint, Peter James, A.C.A., 41970; 23 Sefton 
Road, Fulwood, Sheffield 10. 

-Foliett-Smith, Christopher Robert, 


141 Friern 


A. C.A. ; 


- 41970; ‘Rozel’, St Botolphs Road, Sevenoaks, 


ent. 
Fortescue, (Mrs) Sandra, A.C.A., 21970; PO 
Box 94, Chingola, Zambia. 

Fox, Andrew Staley, A.C.A., a1970; Flat 6, 
123/125 Harley Street, London WiN 1HE. 
Fox-Andrews, Peter Gauntlett, A.C.A., 41970; 

35 va Road, West Bridgford, Notts 


2 š 

Franklin, Michael Clarke, A.C.A., a1970; ‘May- 
field’, The Brampton, Newcastle, Staffs. 

Franks, Barry Anthony, A.C.A., @1970; 29 
Ruborough Road, Bridgwater, Somerset. 

Fraser, Iain, A.C.A., a1970; 25 Grenada Drive, 

.. Whitley Bay, Northumberland. 

Fraser, Marten Charles Griffin, A.C.A., a1970; 
26° Bencombe Road, Purley, Surrey 
CR2 4DQ. i 

Frayne,. Henry James Anthony, B.5C.(ECON.), 
Se 81970; ro Guildford Street, London 

I . 


Freed, Norman Michael, A.C.A., 
Bulstrode Street, London Wr. 

Freeman, Richard Martin, B.A., A.C.A., 41970; 
200 Grove End Gardens, St John's Wood, 
London NW3. Se _ 

Freer, (Miss) Elizabeth Jill, A.C.A., a1970; 45 
Canynge Road, Clifton, Bristol BS8 3LH. 
Frost, Thomas Alexander Fortescue, A.C.A., 

41970; with Turquand Youngs & Co 
4. Coleman Street, London EC2. , 
Fryer, Michael Kenyon, A.C.A., 41970; 3 

Ffynone Close, Swansea. 
Fulcher, Derick John, A.C.A., 41970; 100 
Downs Road, Coulsdon, Surrey CR3 1AF. 


41970; 5 


Gabardi, Roberto .Attilio, A.C.A., 
12 Phillimore Place, London W8. 
Gadsden, Bernard Leigh, A.C.A., a1970; 19 

Alkham Road, London Nr16.- s 
Galbraith, John Peter, A.C.A., a1970; 
Abingdon Road, London W8. 
Gardiner, Arthur Edward George, LL.B., A.C.A., 
_ 41970; 407 Holcombe Road, Greenmount, 
Bury, Lancs BL8 4H. 
` Gardiner, Luke Alec, A.C.A., a1970; 9 Bays- 
water -Road, Newcastle upon, Tyne 
^NEz3HR. 
Garfen, David Leon, A.C.A., a1970; 22 Summit 
Way, Southgate, London N14. 
Garfield, Alfred Marcel, A.C.A., 481970; 12 
Brockley Avenue, Stanmore, Middx, 


92A 


(Everard, Alan John, A.C.A., a1970; 3 Mayfield 


` ` 


` 
e 
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Garlick, Roger Harry, A.C.A., a1970; 30 Fara- 


day Road, West Molesey, Surrey. - 
Garrod, Paul John, A.C.A., a1970; 24 Clock 
House Road, Beckenham; Kent BR3 4JP. 
Garthwaite, Terence Brian, A.C.A., a1970; 60 
Station Road, Stanbridge, near Leighton 
Buzzard, Bedfordshire. 
Gaskin, James Joseph, A.C.A., a1970; ros Elm 
Avenue, Ruislip, Middx HA4 8PG. 


° Gawel, Marek Alexander Michael, A.C.A., 


a1970; 


_Ginnings, 


41970; 8 ‘Claremont’, 14/16 St John’s Avenue, 
, London SWirs. Sé 

Gee, Norman Richard, A.C.A., a1970; 11 The 
Close, Muswell Avenue, London Nro. 

Genders, David Boulton, A.C.A., 81970; 114 
Evelyn Avenue, Ruislip, Middx. 

Gilbey, Paul Hugh, A.C.A., a1970; 13 Watling- 
ton Road, Harlow, Essex. 

Gillett, Andrew John, A.C.A., a1970; 12 Bow- 
den Rise, East Blatchington, Sussex. 

Paul David, A.C.A., @1970; 98 

Chandos Avenue, Whetstone, London N20. 

Glasscock, Ian William, A.C.A., @1970; 41 
Roebuck Lane, Buckhurst Hill, Essex. 

Glover, Maurice Grisman John, A.C.A., 41970; 
9 Park Road, Radyr, near Cardiff. 

Goldberg, Stephen Harold, A.C.A., a1970; 34 
Bramley Close, Oakwood, London Nr4. 

Goldsmith, (Mrs) Cherry Ann, B.A., A.C.A., 
41970; 22 Welbeck Mansions, Inglewood 
Road, London NW6. - i 

Gomme, David Frank, A.C.A., a1970; 14 Rut- 
land Gate, London SW7. 

Goodmaker, Philip Harold, A.C.A., a1970; 38 
Cairnfield Avenue, London NW2. 

Goodman, Eric, a.c.a., a1970; 32 Princes 
Avenue, Desborough, near Kettering, North- 


ants, 

Goodman, Paul Lewis, A.C.A., 41970; 24 Queens 
Drive, Mossley Hill, Liverpool LI18 oHE. 
Goodwin, Lytton Balfour, A.C.A., a1970; “The 
White House’, Meols Drive, Hoylake, 

Cheshire. 

Goodyear, Geoffrey George, A.C.A., a1970; 
171 Vicarage Road, Leyton, London E10. 
Gorst, Charles Arthur, A.C.A., 41970; 24 The 

Drive, Didsbury, Manchester M20 oHA. 

Gould, Howard, a.c.a., a1970; 88 Endlesham 
Road, Balham, London SWrz. 

Grace, David Alwyn, A.C.A., a1970; 6 Belper 
Road, Stanley Common, Derby DE7 6FP. 
Grant, Alan Richard, A.C:4., 81970; 55 Harwich 

Road, Lawford, Manningtree, Essex. 

Grant Duff, Duncan Charles, A.C.A., a1970; 
with Deloitte, Plender, Griffiths & Co, 128 
Queen Victoria Street, London EC4. 

Graves, John Michael, A.C.A., a1970; 40 Guard 
Street, Workington, Cumberland. 

Gray, David John, a.c.a., a1970; 30 Lewis 

. Trust Buildings, Fulham, London SW6. 

Green, Michael John, A.C.A., 41970; 35 
Wharfedale Avenue, Southcoates Lane, Hull, 
Yorks. 

Greenberg, David Antony, A.C.A., @1970; 32 
Exeter Road, Southgate, London Nr4. 

Greenhalgh, David Alan, A.C.A., @1970; 51 

. Wellington Grove, Stockport, Cheshire. 

Griffith, Jonathan Llewelyn, A.C.A., a1970; 16 
Tudor Court, Gunnersbury Avenue, London 


Ws 

Griffiths, Richard Whitelaw, A.C.A., 41970; 
‘White Angles’, Beech Dell, Keston Park, 
Keston, Kent BR2 6EP. 

Grontenrath, John Edward, A.C.A., a1970; 
53 Rea Barn Road, Brixham, Devon. 

Groom, Geoffrey Christopher David, A.C.A., 
41970; 34 Cholmeley Crescent, Highgate, 
London N6. : 

Gulmohamed, Farid Rashid, A.C.A., @1970; 
42 Kensington Park Gardens, London Wir. 

Guttenstein, Robin Francis Eric, A.C.A., 21970; 
58 Deansway, London N2. 


Hahnel, Thomas, A.C.A., a1970; 38 West Park 
Avenue, Roundhay, Leeds 8. 

Haken, Anthony Charles, A.C.A., @1970; 22 
Trinity Church Square, London SEr. 

Halcrow, Brian Richard,_a.c.a., a1970; 4 The 
Ridgeway, Ruislip, Middx. 

Hall, Haddon Michael, A.C.A., a1970; 8 Chil- 
mark Road, London SW16. 

Hall, Joseph William, A.C.A., a1970; 53 Canon 
Cockin Street, Hendon, Sunderland, Co. 
Durham. 


E 
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Hallows, John Douglas Whaley, A.C.A., 41970; 
25 Mowbray Road, Brondesbury, London 


Halson, Richard Anthony; B.8C., A.C.A., ar97o; | 


23 Bybrook Field, 
Kent. ; 
Hamilton, Alan John, A.C.A., a1970; 63 Caris- 
-` brooke Avenue, Hill Head, Fareham, Hants. 
Hamilton, Nicholas Leonard James, A.C.A., 
a1970; Lee Abbey, Lynton, North Devon, 
Hamlet, Robert William, A.C.A; 41970; 23 
Hudson Close, Sturry, near Canterbury, 


andgate, Folkestone, 


Kent. 
Harbor, John Liming, A.C.A., a1970; 1 Quinton 
" Jose, Hayes Lane, Becke , Kent. 
Hardaker, Philip John, A.C.A., 
Redlands Road, Sevenoaks, Kent. 
Hardcastle, John, A.C.A., arg7o; 9 Melbourn 
Close, Duffield, Derbyshire DE6 4FX. 
Hardman, Thomas Martin, 
x Nelson Street, Bury, Lancs. 
Hardy, Stuart Frederick, A.C.A., a1970; with 
Messrs Sharman & Fielding, 6 West Walk, 
Leicester. 


Hare, Peter Charles, A.C.A., a1970; Flat 149, 


29 Abercorn Place, London NW8. 
Harms, Patrick Keith, A.C.A., 21970; 52 Cath- 
cart Drive, Orpington, Kent BR6 8BX. 


Harper, Julian, B.A., A.C.A., a1970; ‘Seafield’,. 


Peveril Road, Peel, IoM, 

Harper, - Philip, A.C.A., 41970; 
Crescent, Hainault, Ilford, Essex. 

Harris, David George, A.C.A., a1970; 24 
Tresaderns Road, Redruth, Cornwall. ` ` 

Harris, Derek John, A.C.A., 81970; 21 Stone- 
leigh Park Road, Ewell, Surrey. 

Harris, Glyndwr, a.c.a., a1970; 98 Mount 
Pleasant Lane, Bricket Wood, Watford, 
Herts. a , l 

Harris, (Miss) Judith Esther, B.COM., A.C.A., 
21970; 13 Montclair Drive, 

18 oHA, 

Harris, Richard William, A.C.A., a1970; I 
Lynwood Avenue, Anlaby, Hull HUro 7DP. 

Harris, Robin Arthur, A.C.A., a1970; 76 Beams 
Way, Billericay, Essex. Pong 


124 Tudor 


Harter, David Cooper, A.C.A., a1970; 634. 


Bradshaw Road, Bradshaw, Bolton, Lancs. 
Hartley, Roger Everett, a.c.a., a1970; Saxton 
House, Saxton, Tadcaster, Yorks.. 
Harvey, Andrew John Grynyer, A.C.A., 1970; 
87 Harpenden Road, Wanstead, London Er2. 
Hastie, George Nelson Frederick, A.C.A., a1970; 
Flat 21, 6 Hall Road, London NWS. 


Hastings, David, A.C.A., 61970; 20 Kelvinbrook, | 


Hurst Road, West Molesey, Surrey. 
_ Hawkins, John Anthony, A.C.A., a1970; 49 
Exeter House, Putney Heath, London SW15. 

Hawkins, Peter John, A.C.A., 41970; 111 Bay- 
tree Road, Bath BA: 6NF. 

Haydon, Leslie Robert, A.C.A., a1970; 20 
Devonshire : 
Birmingham 20. 

Hayes, Robert William, a.c.a., a1970; c/o 
37 Dundalk Road, Brockley, London SE4. 


Henbury, William Alexander, A.C.A., a1970; 


493 Great West Road, Lampton, Hounslow, 
Middx 


- Hescroff, David Roger, A.C.A., 41970; II 


Springfield Road, Parkstone, Poole, Dorset. 
Hewson, Clifford John, A.C.A., 41970; 4 Hotham 
Road, North Cave, Brough, East Yorks.. 
Heximer, William Francis, A.C.A., a1970; 56 
Bassett Gardens, Osterley, Isleworth, Middx. 
Higgins, Anthony John, A.C.A., a1970; 167 
Sherborne Road, Yeovil, Somerset. 


' Hill, Geoffrey Demaine, A.C.A., a1970; 3 Carr 


Manor Parade, Leeds LS17 sAD. 
Hill, Roger John, A.C.A., a1970; 28 Eastfields 
Road, North Acton, London W3 


Hill, Roger Scott, A.C.A., 41970; 48 Highfield 


Road, Littleover, Derby. 


; Hilliard, Bernard Russell, a1970 A.C.A., 52 Old 


Park Road, Dudley, Worcs.' 
Hoahing, Andrew Hunter, A.C.A., a1970; 17A 
Clarendon Drive, Putney, London SW15. 
Hobbs, Christopher John, A.C.A., 1970; 


7 Newbury Gardens,’ Stoneleigh, Ewell, 


urrey. ` 

Hockey, Joseph Max, A.C.A., a1970; ‘Kwanzan’, 
Round Ash Way, Hartley, Longfield, Kent. 

Hocquard, Michael George, A.C.A., a1970; 
2 Beau Rivage, Greve D'Azette, St Clement, 
Jersey, CI, I 
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Hodges, Timothy Ian Michael, A.C.A., 41970; 
45 Willett Way, Petts Wood, Kent, 


‘Hodgson, Peter John Dixon, A.C.A., 21970; 


Manaton, Launceston, Cornwall.  . 

Hogg, Geoffrey Myers, A.C.A., a1970; 72 St 
Albans Crescent, North Heaton, Newcastle 
upon Tyne6.-. , M s 

Holden, Malcolm, B.COM, A.C.A., 41970; 487 
Manchester Road, Hollinwood, Oldham, 
Lancs. 

Holden, Paul David Richard, a.c.a., a1970; 

Prestwich, Manchester 

M25 8SA. I 

Holden, Terence James, A.C.A., 


a1970; 9 
Gloucester Avenue, London NW, 


` Holland, Ian David, A.C.A., 41970; 23 Burgh- 


field, Epsom, Surrey. 
Hollingworth, Anthony Peter, a.c.a., a1970; 83 
Broadhurst, Ashtead, Surrey. 


Holmes, Arthur, A.C.A., a1970; 2A Meadow- 


mead Avenue, Regents Park, Southampton. 

John Patrick, A.C.A., 
‘Tottenham Crescent, Birmingham 22C. 

Holmes, Richard John, A.C.A., a1970; cjo. The 
Romside Manufacturing Co Ltd, Brooklands 
Works, Brooklands Approach, North Street, 
Romford, Essex. . Ss 


: Holmes, Trevor Warren, A.C.A., 81970; 18 


Twitchill. Drive, Woodhouse, . Sheffield 
$13 7EZ. | : 


Hooper, Alan William, A.C.A., 41970; 43 
Ribblesdale Avenue, Northolt, Middx.  ' 


Hooper, Richard Anthony Jeffrey, A.C.A., a1970; ` 


with. Keens, Shay, Keens & Co, Bilbao 
House, New Broad Street, London EC2. 
Hope, Stuart, A.C.A., a1970; .21 Noblefield 
Heights, Great North Road, London N2. 
Hope, William Arthur, A.C.A., a1970; 58A 
leveland Road, Ealing, London W13. 
Hopkins, Nigel Anthony Carew, A.C.A., a1970; 
34 Falcondale Road, Westbury-on-Trym, 
Bristol. . - 
Hornby, (Miss) Barbara Lyn, A.C.A., a1970; 
8s Windsor` Crescent, South Harrow, 
Harrow, Middx. B š 
Horton, John Anderson, A.C.A., a1970; The 
Old Rectory, Gosbeck, Ipswich, Suffolk. 


House, -Robert Lawrence, A.C.A., a1970; 114 


' Lancing Road, Orpington, Kent, 

Howard, Albert Larry, A.C.A., a1970; ‘Rosalbel’, 
Wood End Close, Thundersley,. Benfleet, 
Essex. .. ' e 

Howe, Colin . Samuel, A,C.A4., 1970; 30 
melee Gardens, ‘Grange Park, London 


21. 

Howland, Jeremy Richard, A.C.A., a1970; 196 
Wendover Road, Stoke Mandeville, Ayles- 
bury, Bucks. . š 


Hudson, Robert, A.C.A., 41976; 4 Limefield ' 


Court, Lady Bay Road, West Bridgford, 
Notts MEE: 


Hughes, Anthony Bevan, A.C.A., @1970; 174 
'Tyntyla Road, Llwynypia, Rhondda, Glam. 
Hughes, Geoffrey, B.sC.(ECON.), A.C.A., a1970; 

12 Fitzwilliam Avenue, Sutton, near Maccles- 
field, Cheshire. — d DN 
Hüghesdon, Andrew, A.C.A., a1970; 49 Wood 

church Close, Sidcup, Kent. . 


Hulland, Terence James, A.C.A., @1970; 29 


Wellington Park, Clifton, Bristol 8. 

Hulme, Andrew John, A.C.A., a1970; 'Green- 
mount’, Tunbridge Lane, Bottisham, Cam- 
bridge CBs 9DU. , U 


Humphreys, Alan James, A.C.A., 41970; 46 


Lord Street, Hoddesdon, Herts. ` : 
Hussey, Terence John, A.C.A., 81970; 12 
Avenue Road, Brentford, Middx. iu x 


Hutchinson, Paul Anthony, A.C.A., 41970; 13 


Faygate Road, Hampden Park, Eastbourne, 

. Sussex. - : 
Hyman, Leslie Michael, a.c.a., a1970; 7 High- 
view Court, College Road, Harrow Weald, 


` Middx, 


H 


Ince, Michael Julian, A.C.A., 41970; “Gatwick 
Lodge’, Shackleford, Godalming, Surrey. 

Irens, Nicholas James, A.C.A., 
Norland Square, London Wir. `, - 

Isaacs, Michael Jeffrey, 8.A.(ECON:), A.C.A., 
41970; s The. Tarns, Gatley, Cheadle, 
Cheshire SK8 4RU. , À 

Islam, Md Azharul,.a.c.a., @1970; 3. Huron 
Road, London SWr7. : a 


. Jarman, G 


41970; 44 


- Jones, 


01970; TA- 


H ` ' š ss DM Š ` 1 
`x 
, 2 "t Ni . QN ous . 2: < 


+ 


` Jaafar, (Miss) Azizah Binti Mohd, A.C.A., @1970: 


Lot 9A, Gombak Setia, Selangor, Malaysia. 
Jackson, Malcolm. Eric,. B.A.(ECON.), A.C.A.. 
` a1970; “The ' Gables’, Blackburn Road, 
` Darwen, Lancs, ` : ; 


d 


Si  Atsil 23rd, 1970 -` 


.Jaffe, Arnold Ivor, AA 21970. 58. Kings ` | 
4. | 


` A Close, Hendon, London 
.Jaffer, Bashir Abdulrasul, A.C.A., 41970; 135 


Markhouse Road, London E17. 
Jane, Frederick Martin, A.C.A., a1970; 344 
Northridge Way, Hemel Hempstead, Herts. 
raham Owen, A.C.A., a1970; The 


« Cross, Steeple Morden, near Royston, Herts. 


` Jeffrey, Dennis, A.C.A., a1970; 7 Alston Close, 


: Wallsend, Northumberland. . 
Jeffs, Graham Alan, A.C.A., 81970; 52 South 
Hill, Godalming, Surrey. 
Jenkins, Eifion Wynn, A.C.A., a1970; 1 West- 
minster Close, Wrexham, Denbighshire. 


Jenkins, Eric Peter, A.C.A., a1970; 16 Grove 


' Wood Hill, Coulsdon, Surrey. 

Jenkins, Hugh Leonard. Bowen, A.C.A., 41970; 
184 Ammanford Road, Llandybie, Amman- 
ford, Carms. 


. Jenkins, Ivor Wynn , A.C.A., 41970; 688 Coombe 


Road, Kingston upon Thames, Surrey. 
Jennings, Lawrence David, A.C.A., a1970; 12 
‘Moor Park Road, Northwood, Middx. 
Jennings, Philip Austin, A.C.A., a1970; ‘Silver- 
birch’, Stourbridge Road, Wombourn, 
` Wolverhampton, Staffs. 


Jenson, George Michael, A.C.A., @1970; 148. 


Vicars Hall Lane, Worsley, Manchester. 
Jerman, John Michael, B.sC.(ECON.); A.C.A., 
7,081970; The Vicarage, Victoria Road, New 
. Brighton, Wallasey, Cheshire L45 9LB. 


` Johns, Ian Peter, A.C.A., a1970; 69-Heol Lewis, 


Rhiwbina, Cardiff 


` Johnson, David Joseph, B.COM., A.C.A., @1970; 


17 lrowels Lane, Derby. 


. Johnson, James Alfred Earlam, A.C.A., a1970; 


Grinsdale House, Grinsdale, Carlisle, Cum- 
_berland. | Nc" 
Johnson, Norman, A.C.A., 31970; 109 Man- 
chester Road, Hapton, Burnley, Lancs. 
Johnson, Peter, A.c.a., a1970; 400 Coulsdon 
Road, Old Coulsdon, Surrey. ~ : 
Johnson, Roderick Michael, A.C.A., a1970; 
. ‘Blake House’, Bath Street, Bakewell, Derbys: 
Johnson, Rodney Howard, A.C.A., a1970; 57 
` Chestnut Avenue, Beverley, Yorks. ` 
Joicey-Cecil, James David Edward, A.C.A., 
a1970; 'Braddocks', Solefields, Sevenoaks, 
ent. Ç : AM E 
Jones, Gary Martin, A.C.A., a1970; 24 Avon 
- Crescent, Halterworth Park, Romsey, Hants. 
Geoffrey William, A.C.A., à1970; 7 
Grange Drive, Eccleston Hill, St Helens, 
Lancs. | ? 
‘Jones, Martin Christopher, A.C.A., . 41970; 
4 Osney Crescent, Paignton, Devon. 


Jones, Michael Anthony, A:C.4., a1970; 4 Cots- - 


wold Avenue, Lisvane, Cardiff CF4 5TA. 


Jones, Peter Sydney, B.A., A.C.A., 41970; 


''egfynydd, Llwynhendy, Llanelli. 

Jones, Reginald Sydney, A.C.A., a1970; 63 
Chestnut Avenue, Priory Estate, Dudley, 
Worcs. SC? i 

Jordan, Edward Alfred Hore, A.C.A., arg7o; 189 
Friars Wood, Pixton Way, Addington, Surrey. 

Jordan, (Mrs) Kay, B.sc.(ECON.), A.C.A., 41970; 
15 Bradford Close, Bishops Tachbrook, 

- Leamington Spa, Warwickshire. 

Jullienne, Jean France Mario, A.C.A., a1970; 
32 Byron Court, Mecklenburgh Square, 
London WC", Ë 


Karia, . Dineshchandra Odhavji, A.C.A., a1970; 
PO Box 853, Mombasa, Kenya. 
Karunaratne, Waidya Kulatilake, A.C.A., a1970; 
93 ‘Travellers Way, Bath Road, Hounslow, 
Middx. | dv 
. Kasbekar, Ajit Bhawanishankar, A.C.A., 81970; 
32 Quernmore Road, London Na. 
Katz, John Harvey, A.C.A., a1970; 1 Surrey 
. House, Stratton Close, Edgware, Middx 
HA86PX. `` : ; 


Kaul, Surinder Nath, A.C.A., a1970; 7 Robert , 


Adam Street, London Wi. 
Kazi, Abdur Raoof, A.C.A., a1970; 143 Neasden 
. Lane, London NW10o. -> : 
Kean, Christopher, A.C.A.y a1970; 21 Lindsay 
Avenue, St Annes, 
Lancashire. , 


Lytham St .Annes, : 


Ki 


` 


1 


April 23rd, 1970 A: 


Keller, Kenneth Calman, A.C.A., a1970; Astor 
Lodge, Allum’ Lane, Elstree, Herts. , 

Kempin, William Robert, . A.C.A., 81970; 
17 Linden Court; ‘Leigh-on-Sea, Essex. 

Kendall, David, B.A.(ECON.), A.C.A., a1970; 22 
Rueley Dell. Road, Lilley, Luton. 

Kent, Christopher Thomas, B.A., A.C.A., 01970; 
78 pe oad, Edwalton, Nottingham 
NG:12 4B 

Kerr, fred Robert, A.C.A., 21970; 9 Wye 
Close, Bletchley, Bucks 

Kerr, Raymond Alexander, A.C.A., G1970; 23 
Howbeck Drive, Oxton, Birkenhead, Cheshire. 

Keylock, Roger William David, A.C.A., arg7o; 
18 Rose Croft, Kenilworth, Warwickshire 
CV8 rAF. e 

Khan, Anwar Hasan, A.C.A., 31970; Qasr-E- 
Jameela, Malir City, Karachi, Pakistan. 

Khan, Ghulam Muhammad, A. yp A., a1970; 65 

. Bromfelde Road, London SW 

Kilby, John David, A,C.A., SE Hollybush 
ocn Roe End Lane, Markyate, St Albans, 

erts 

Kinder, John Michael, A.C. s a1970; 10 Broad- 
way Avenue, Cheadle, Cheshire SK8 INN. 

King, Albert Aubrey Benjamin, A.C.A., 41970; 
51 Emmanuel Road, Southport, Lancs. 

King, Geoffrey Howard Burgess, A.C.A., 41970; 
‘Cambria’, Knowle Grove, Virginia Water, 
Surrey. 

King, Gordon Edward, A.C.A., @1970; II 
Bellamy Road, Cheshunt, Herts. 

King, Michael Alan, A.C.A. , 41970; 71 Heather- 
ley Drive, Basford, Notts. 

` King, Nicholas Stephen, A.C.A., 41970; 50 
Market Street, Harlow, Essex. 

Kingham, (Miss) Jacqueline Anita, A.C.A., 
41970; go Teddington Grove, Perry Bar, 
Birmingham 22B. 

Kingsley, Alan, A.C.A., 41970; ‘Highlands’, 
Ashwell, near Baldock, Herts. 

Kirby, J ohn Francis, A.C.A., 41970; 97 Oxendon 
Way, Ernsford Grange, Coventry CV3 2HA. 

Kirk, ‘Nicholas John, A.C.A., - arg7o; with 
Watson, Waddington & Sharp; 35 Thorne 
Road, Doncaster, Yorks 

Kirk, Philip, 
Glenfield, 

Kirkby, Peter ‘William Ragg, A.C.A., @1970; 
16 Broad Elms Lane, Sheffield S11 oRQ. 

Kirkness, David John, A.C.A., 01970; “Foxurth’, 
Whitehall Lane, Bishop’ S Stortford, Herts. 

, Kitching, Stefan, B.A., A.C.A., 41970;- 12 
Mie phi Court, Moss Lane, Pinner, 


A. - As a1970; 8A Sandown Road, 


Knight, Peter, B.SC., A.C.A., 41970; 457 Selsdon- 


Road, South Croydon CR20D 

Knight, Robert William Stuart, ri GA , 41970; 
133 Ashby Road, Hinckley, Leics. 

Knowler, David John, A.C.A., @1970; ‘Priory 
Gables’, Millbridge, Frensham, near Farn- 
ham, Surrey. | 

Kong, Sik Chuen, A.C.A., 21970; 2 Jalan 
Kurnia, Singapore I9. 


Labi, Robert, B.A.(ECON.), A.C.A., 
Flat 22, 6 Hall Road, London NW 8. 

Lat, (Miss) Jenny Sock Ching, A.C.A., 21970; 
Flat 6, 8 Cleveland Square, London W2. 

Lam, Hoi Ham, A.C.A., 41970; 27-33 Kimber- 
ley Road, Wing Lee Building, sth ee 
Block A, Kowloon, Hong Kong. 

Lamb, Martin Norman, A.C.A., 41970; “Cots- 
wold’, Park West, Heswall, Wirral, Cheshire. 

Lamb, Robert J ohn, A.C.A., 41970; 24 Ladbroke 
Road, London Wrr 

Lamberton, Peter Alexander: A.C.A., Q1970; 
16 Whiteley Wood Road, Sheffield S11 7FE. 

` Lamin, Thomas Berwick, A.C.A., a1970; 9 The 
Lo Normanton-on-the- Wolds, Notting- 


41970; 


' Langman, David Thomas, A.C.A. ., 41970; "7 
Barnstaple Road, Evington, Leicester 


Langman, (Miss) Jennifer Ann, A.C.A., a1970; 
21 East Court, Wembley, Middx HAo 3QJ. 
Lascelles, Brian Anthony St John, M.A., A.C.A., 
a1970; 58 Priestfield Road, Forest Hill, 

London SE2 23. 

Latimer, Stuart Richard, A.C.A., a1970; The 
Cottage, Ugley Green, near Bishop’s 
Stortford, Herts. 

Lawrence, John, A.C.A., 21970; 9 Blunts Wood 
Road, Haywards Héath, Sussex. 


ACCOUNTANT 


ERE E Ste Charles Richard, 


A.C.A., a1970; 6 The Ferns, Carlton Road; . 


Tunbridge Wells, Kent. 

Lawson, Jeffrey, ACAL, a1970; 81 Fountains 
Crescent, Southgate, London Nrq. 

Leask, Edward Peter Shepherd, A.C.A., 41970; 

33 Elizabeth Gardens, Southsea, Hants. 

Leddy, Michael John, A.C.A. 11079. 15 Stanley 
Road, Freshfield, Liverpool L137 7AN. 

Lee, Julian Francis Kaines, A.C.A., 21970; 37 
Earlsfield Road, London SW:S. 

Legg, Charles Stanley, A.C.A., 
Hartswood Road, London W12. 

Leong, (Miss) Oi Ling, A.C.A., G1I979; 25 
Porchester T'errace, London Wz. 

Lewis, Anthony Christopher, A.C.A., @1970; 
7o Suttons Avenue, Hornchurch, Essex 
RMri2 AND, 

Lewis, Ben Joseph, A.C.A., a1970; 64 Brock- 
well Court, Effra Road, London SW2. 

Lewis, Christopher, A.C.A., 21970; ‘St Florian’, 
The Chase, Kingswood, ‘Surrey. 

Lewis, Nicholas John, A.C.A., a1970; 21 Mews 
Court, Chelmsford, Essex. 

Lewis, Richard Peter Gwynne, A.C.A., A1970; 
a Heathfield Road, Riverhead, Sevenoaks 

ent. . A 

Lewis, Roger Graham, 'A.C.A., a1970; 2 
Clevedon Road, Newport, Mon. NPT 8LZ. 

Liggatt, Andrew Alexander, A.C.A., 21970; The 
d Old Manor House, Wormley, Broxbourne, 

erts, 

Linge, Kenneth Edward, A.C.A. Se 41970; 62 
GER House Lane, Peckham, London 
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Little, Peter Robert, A.C.A., 41970; 7 Wood- 
lands Drive, Cleadon, Co. Durham. ; 

Livesey, Edward Michael, A.C.A., Q1970; IIO 
Belmangate, Guisborough, Yorks TŠ 14 7BB. 

Livesey, John Richard Bottomley, B.A., A.C.A. 
a1970; 6 Raw Nook Road, Salendine Nook, 
Huddersfield HD3 3UX. 


41970; Fi 


Lloyd, Robert William, A.C.A., a1970; 136 
Foresters Drive, Wallington, Surrey. 
Long, Brian, A.C.A., a1970; ‘Woodside’, Chil- 


worth, Southampton SO: 7LB. 

Ee John Geoffrey, A.C.A., a1970; II 
Wellington Mansions, Queen's Club Gar- 
dens, London W 14. 

Loveridge, '(IMiss) Virginia Anne, A.C.A., 41970; 
2 Oak Road, Farnborough, Hants. 

Lowin, David Reginald, A.C.A., a1970; 335 
Ashcroft Road, Luton, Beds. 

Lunn, Denis Christopher Carter, A.C.A., 41970; 
Top Flat, 5 Somérville Gardens, Tunbridge 
Wells, Kent. 

Lyddon, John William, B.SC., A.C.A., @1970; 
33 St Mary's Mansions, St Mary’ S Terrace, 
London W2. 

Lyne, Martin Francis, A.C.A., a1970; The White 
Lodge, Sonne: Berkshire, 

Lynn, John Arthur, A.C.A., 41970; 42 The Rise, 
Sevenoaks, Kent. 

Lyons, Jeffrey Alfred, a.c.a., a1970; 84 Charl- 
bert Court, Eamont Street, St John’ s Wood, 
London NW$8. 


Ma, Andrew Chiu- Cheung, B.SC.(ECON.), A.C.A., 
41970; 51 Manor Road, Harrow, Middx. 

Mabell, Philip Graham, A.C.A., 31970; 12 Heath 
Way, Castle Bromwich, Birmingham 34- 

McBride, john Paul, A.C.A., 41970; 151 St 
Pauls Wocd Hill, Orpington, Kent BRs 2SR. 

McCann, Ronald Anthony, A.C.A., a1970; 6 
Narbonne Avenue, Ellesmere Park, Eccles, 
Manchester. 

McCrossan, Terence Anthony, A.C.A., @1970; 
Ur Derwent Road, Palmers Green, London 


McCutcheon, John Dolan, A.C.A., @1970; 
Countersbury Avenue, Bush ' Hill Bark, 
Enfield, Middx. 

MacDonald, Gordon Joseph Daniel, A.C.A., 
01970; *Fostonville' , Birmingham Road, near 
Warwick. 

Mace, Peter Leslie, A.@A., a1970; 17 Bellevue 
Road, Sheldon, Birmingham 26. 

McEachrane, Howard Noel, A.C.A., 41970; 107 
Queen's Road, Wimbledon, London SWio. 

McGregor, Nigel Selwyn, A.C.A., a1970; Flat 4, 
14. Beckenham Grove, Shortlands, Kent. 

MacKevoy, James Anthony, A.C.A., a1970; 68 
Elizabeth Road, London E6. 


"MeNaught, 
‘Dunnottar’, Stuart Way, Virginia Water, - 


Andrew "` John, I 41970; 


Surrey 


z 


Mab, Leslie Kim Loong, A.C.A., 41970; 13 


Lanark Road, London Wo. 

Majithia, ` Dineshchandra Raghavji, A.C.4., 
81970; 42 Balmoral Drive, Hayes, Middx. 

Malik, Ehsanul Haque, A.C.A., 481970; 113 
Exeter Road,  Brinnington, Stockport, 
Cheshire. 

Mankelow, Peter Kenneth, A.c.a., a1970; 7 
Vogan Close, Reigate, Surrey. 

Mansfield, Keith Patrick, A.C.A., @1970; 12 
Percy Road, Aylestone Park, Leicester 
LE28FP. 

Marks, Anthony David, B.A., A.C.A., 41970; 


36 Stafford Court, Kensington High Street, i 


London W38. 

Marlow, David Nigel, A.C.A., a1970; 4 Parkhill 
Road, London NW3. 

Marriott, Michael John, A.C.A., 21970; 28 
Coleridge Drive, Baxenden, Accrington, 
Lancs, 

Marsden, Robert John, A.C.A., SCH 324^ 
Campden Hill Gardens, London W 

Marsh, David Brian, A.C.A., 41970; I4 * Ferndale 
Road, Hove, Sussex. 

Marshall, Harold Francis, A.C.A., 21970; 46 
Crescent Road, Birkdale, Southport. 

Martin, Brian James, A.C.A., a1970; 4 Worcester 
Drive North, Clubmóor, Liverpool 13. 

Martin, Rex Prancis, A.C.A., 01970; 7 Markfield, 
Courtwood Lane, Addington, Surrey. 

Martin, Roger William, A.C.A., a1970; 75 The 
Green, Southwick, Sussex. : 

Martin, : Simon Nicholas, A.C.A., 4I970; 253 
Hanworth Road, Hampton, Middx. 

Maskall, Alan Henry, A.C.A., a1970; 47 Links 
Avenue, Romford RM2 6ND 

Mason, John Barry, A.C.A. , 01970; 4 Slade Road, 
Rugby, Warwicks. 

Mason,- Michael Charles Harradine, A.C.A., 
421970; 27 Wetherfield, Stansted, Essex. 

Maton, John Wilfred, A.C.A., 21970; 17 Clem- 
son House, Queensbridge Road, London E8. 

Matthews, Christopher John, 1970; 
Copperfield Road, Bassett, Southampton. 

Matthews, John, A.C.A., a1970; 13 Gladys 
Road, Hove BN3 7 GL, Sussex. 

May, Geoffr ey Francis, B.A., A.C.A., 41970; 
39 South Hill Park, London NW3. 

Medayil, Puthencherayil Joseph Joseph, A.C.A., 
31970; 79 Walmington Fold, London N12. 
Medland, Anthony Edwin, A.C.A., a1970; 47 

Harwood Road, London SW6. 

Mehew, Anthony John, B.SC. (ECON. ), ACA, 

` 41970; . 46 Cranfield Crescent, Cuffley, 
Potters Bar, Herts. 


54 ` 


Meltzer, Alan David, A.C.A., a1970; 101 Uphill : 


Road, Mill Hill, London NW. 

Metcalfe, Thomas Rodger, A.C.A., @1970; 24 
Moorfield Drive, Baildon, Shipley, Yorks. 

Michell, Andrew Penry, A.C.A., @1g70; 16 
Packhorse Close, Marshalswick, St Albans, 
Herts. 

Miles, Vivian, A.C.A., @1970; Garden Centre 
House, Parrs Wood Lane, Manchester 
M20 oNQ. 

Mills, Derek Peter, Ze C.A., 21970; 118 ainult 
Road, Chigwell, Essex. 

Mir, Syed Ahmed Tariq, A.C.A., 81970; 3 
Sussex Court, Ravensdale Road, London N17. 

Mitchell, Alan, A.C.A., a1970; 38 Honey Lane, 
Buntingford, Herts. 

Mitchener, Brian Edward, a.c.a., a1970; 46 
Drayton Street, Stanmore, Winchester, 
Hants. 

Mizzi, Kenneth Christopher, A.C.A., @1970; 
Flat 4, 45 Harrington Road, London SW7. 

Moakes, Christopher John, A.C.A., a1970; 28 
Charlecote Drive, Wollaton, Nottingham 
NG8 2SB 

Mogford, Stephen John, A.C.A., a1970; War- 
rington Place Farmhouse, Paddock Wood, 
Tonbridge, Kent.  : 

Monkhouse, John Frederick MacGregor, A.C.A., 
41970; Flat r, Bourdon Street, London 
WrX gHX. 

Moore, Adm Stanley, A.C.A., a1970; 1 Hollis 
Road, Stoke Green, Coventry; Warwickshire, 

Moore, Andrew Roy, B.sC.(ECON.)  A.C.A., 
a1970; ‘Langdale’, Morleys Road, Weald, 
near Sevenoaks, Kent. 


^ 


626 

Moore, Harry Charles, A.C.A., 1970; 28 
Withipoll. ‘Street, Ipswich, Suffolk. 

Moore, Victor Michael, a.c.a., a1970; 


Bronwydd Avenue, Pen-y-Lan, Cardiff. i 

Morgan, Anthony Paul, B.SC., A.C:A., @1970; 
11 Jason Close, Woodhatch Road, Earlswood, 
‘Redhill, Surrey: 

Morgan, Toan Christopher, B.A. (GON. ), A.C.A., 
a1970;, 61, Rodborough Road, Dorridge, 
Solihull, Warwicks. 

Morgan, Kenneth Frank, A.C.A., a1970; Danc- 
ing Ledge, Wherwell, "Andover, Hampshire. 

Moriarty, Shaun Patrick Desmond, A CA 
41970; 12 Magdalen Crescent, _ Byfleet, 
Surrey. 

Morley, Bruce Kelvin, A.C.A., a1970; 1 Grove 
Farm Court, Mitcham, Surrey 'R4 4BT. 

Morris, Bryan ‘Michael, A.C.A., 41970; 7 Kings- 
mill, Kingsmill Terrace, St John’ s Wood, 
London NWS. 

Morris, (Miss) Rosemary Margaret, B.A., A. C.A. - 


41970; 197 Russell Road, Moseley, Birming- - 


ham 13. 
Morrissey, John Martin Desmond, A.C.A., 
41970; 29 Dukes Avenue, London N3. I 


Moser, (Miss) Marian Adele, A.C.A., GI97O; - 


48 Queen's Avenue, Whetstone, London N2o. 
Moule, Norman David, B.COM., A.C.A., a1970; 
27; Meadow Brook Road, Northfield, 
Birmingham 31. 
Muldoon, Thomas Anthony, A.C.A., 81970; 
54C Belsize Park Gardens, London NW3. ~ 
Mundin, Robert Maurice, A.C.A., a1970; 41 
Hillside Gardens, Barnet, Herts. 


Murugasu, Kathiravel, A.C.A., 41970; 86 Clifton 


Hill, St John's Wood, London NW8. 
Myerson, Richard Godfrey, A.C.A., 21979; 212 

Queens Drive, Liverpool LIrs 6Y 
Myhil, David Frank, A.C.A., 


on 
Ringwood Road, Luton, Beds. 
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Nand, Ambika, A.C.A., 21970; 50 Cathles Road, 
London SW12. 

Nanda, Rajan Parkash, A.C.A., arg7o; ss 
Greencroft Gardens, London NW6. 

Naylor, David Arthur, A.C.A., a1970; 7 Peck- 
over Drive, Pudsey, Yorks. ` 

Nelkin, Peter Simon, A.C.A., 41970; 31 Noble- 
field Heights, Cherry Tree Hill, ç Great North 
Road, London N2. 

Neuhoff, (Mrs) Marianne Elisabeth, A.C.A., 


. 81970; 4 Copperbeach Way, Leighton 
Paley Buzzard, Beds. 
` Newland, ` Alan Keith, A.C.A. 4 41970; 29 


Coedpenmaen 'Road, Coedpenmaen, Ponty- 
pridd, Glam. 


Newman, Graham Anthony, B.COM., A.C.A., ' 


a1970; 8 Etchingham Court, Etchingham 
Park Road, London N3. 

Newman, Peter Thomas Lydston, M.A., A.C.A., 
a1970; Widdicombe House, near "Kings- 
bridge, South Devon. 

Newman, Trevor Malcolm, A.C.A., a1970; 23 
Osborne Road, Leyton, London Ero. 

Newsham, Peter John, A.C.A., a1970; 18 Pen 
Park Road, Southmead, Bristol BŠro 5SB. 


Nicholl, Je ohn Mitchell, A.C.A., 41970; IS 
Greenton Avenue, Scholes, Cleckheaton, 
‘ Yorks. 

Nickels, Terry Edouard, a.cia., a1970; 4 


Kestrel Green, Oulton Broad, Lowestoft, 
Suffolk. 
` Nolan, Jeremy Grant, B.A.(ECON.), A.C.A., 41970; 
i 12 Douglas Road, Hazel Grove, Stockport, 
Cheshire. 
Northcott, Francis Richard, a.c.a., 81970; 
Foley Manor, Liphook, Hants. 
Nosrat-Mozaffari, Moezeddin, A.C.A., a1970; 
c/o Dr I. Farazmand, National Iranian Oil 
Co, 132—135 Sloane Street, London SW1. 
Nottage, Dennis Barry, -A.C.A., ar97o; Flat 
55, 22 Park Crescent, London WiN 3PE. 
Nutbrown, James Peter, A.C.A., GI97O; II 
Mercia Drive, Dore, Sheffield S17 3QF. 


Oddy, John William Frank, A.C.A., a1976; 
2 Sherwood Close, Liss Forest, Hants. - 
.Odell, John Arthur, A.C.A., a1970; Flat 4, 

Holmfield House, Holmfield Drive, Cheadle 
Hulme, Cheshire. 
O'Hagan, Antony Richard, A.C.A., 
21D Sheffield Terrace, London W8. 
Ohly, Michael Edward, A.C.A., a1970; 
Princess Crescent, Hove, Sussex. : 


21970; 
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Ojike, Igwe, A.C.A., 419770; 36 Ashdown Road, 
Worthing, Sussex. 


^ Olatunde, Olayiwola, A.C.A., 81970; 40 Northen 


Grove, Manchester M28 NW. 

O'Sullivan, "Terence: Desmond, A.C.A., 21970; 
88 Cavendish Avenue, Ealing, London W13. 

Ould, Adrian John Brenchley, A.C.A., 41970; 
White Cottage, Priory Road, Compton, 
Plymouth, Devon. 

Owen, Malcolm Vernon, A.C.A., 41970; 45 
Elmdale Road, Bramford Estate, Coseley, 
Bilston, Staffs. 

Oxley, David Stuart, A.C.A., 41970; 13 Dalling 
Drive, Houghton Regis, Dunstable, Beds. 

Ozdal, Ahmet, A.C.A., 41970; 157, Nelson Road, 
Crouch End, London N8. 


‘Packham, Christopher Gordon, A.C.A., a1970; 


136 Normanton Lane, Littleover, Derby. 

Padley, David Arthur, A. Zen , 41970; ‘Arlee’, 
Wrawby Road, Brigg, L 

Palmer, John Henry, A.C.A. Ee 26 Wyndale 
Road, Knighton, Leicester LE2 3WR. 

Pantlin, Russell James Vincent, A.C.A., a1970; 
234 Main Street, Stonnall, Walsall, Staffs. 

Parker, Robert Norman Wilmot, A.C.A., a1970; 
41 Dewar Drive, Sheffield Sy 2GQ. 

Parkinson, John Whalley, A.C.A., a1970; 1 
Scotforth Road, Lancaster. 

Parkyn, Richard John, A.C.A., a1970; 6 Sand- 
ford Rise, Charlbury, Oxford OX7 3SL. 

Parry, John Howard, A.C.A., a1970; Mona 
Hotel, Market Street, Rhyl, Flintshire, North 
Wales. 

Parsons, Christopher John, A.C.A., a1970; 
3 Lubbock Court, Lubbock Road, Chisle- 
hurst, Kent. . 

Partis, "Anthony David, A.C.A., @1970; II 
Belgrave- Mansions, Belgrave Gardens, St 

, John’s Wood, London NWB8. . 

Partridge, Michael John, A.C.A., 
1 Junction Road, Romford, Essex. 
Passmore, Barry James, A.C.A., a1970; 
Arkwright Road, Sanderstead, Surrey. 


41970; 


66 


‘Pattrick, John Stanford, A.C.A., 41970; II 


‘Broadmead Road, Woodford Green, Essex. 

Paul, Julian Braithwaite, B.A., A.C.A., a1970; 
. Newchurch House, Newchurch, Burton-on- 
Trent, Staffs. 


Pavia, Michael James, A.C.A., a1970; 11 Pewley 


Bank, Guildford, Surrey. 
Paydon, Barry Harvey, A.C.A., 41970; 13 
Nore a Avenue, Edgware, Middx 
Payne, Geoffrey John, A.C.A., arg7o; 


125 
Deans Lane, Edgware, Middx. 


Payne, Jack, A.C.A., 01979; 115 Caledon Road,. 


London E6. 

Peachey, Roger John, A.C.A., a1970; McKenzie, 
Bank Street, Newport, Mon. 

Peak, Colin Brent, A.C.A., 41970; ‘Hathaway’, 
Mellersh Hill Road, Wonersh Park, Guild- 
ford, Surrey. 

Pearce, Clive Leonard, A.C.A., a1970; 87 Hips- 
well Highway, Coventry CV2 sFL. 

Pearson, Richard Probert, A.C.A., 21970; 84 
Sedlescombe Road, London SW6. 

Pemberton, Andrew Philip, A.C.A.,. @1970; 
60 Stanhope Road, Smethwick, - Warley, 
Worcs. 

Pennington, Gordon, A.C.A., 41970; 42 Pilking- 
ton Road, Radcliffe, Lancs. 

Peppin, Nigel Garth, A.C.A., ar970; “The 

. Paddocks’, Redenham, Andover, Hants. 

Perry, Michael Graham, A.C.A., @1970; 130 
Shrewsbury Road, Forest Gate, London E7. 

Peters, Robin Leslie, B.sC.(ECON.), A.C.A., 
a1970; 36 Ferguson Court, Ferguson 
Avenue, Gidea Park, Romford, Essex. 

Pettingell, Charles, A.C.A., nigjo, 10 Ashleigh 
Road, West Park, Leeds LS16 3AX. 

Pettman, Nigel Robert Anthony" A.C.A., 41970: 
12 Arden Court, Hampton-in-Arden, Soli- 
hull, Warwickshire, 

Philip, Marianesan, A.C.A., 21970; 8 Prospect 
Road, New Barnet, Herts. 

Phillips, Peter Sean, A.&.A., 41970; 4 Penhurst 
Place, Carlisle Lane, Lambeth; London SEx. 

Phipps, Peter Albert, A.C.A., 21970; 56 The 
Boulevard, Wylde Green, Sutton Coldfield, 
Warwickshire. 

Pick, Robin, Alexander, A.C.A., 81970; with 
Jeffreys, Henry Rudolf & Marks, Wilec 

. House, 82-84 City Road, London ECr. 


Poel, 


` Powell, David Meredith, A.C.A., 


co. . April 23rd, 1970 


Pievsky, Jack, A.C.A., 41970; 70 Lingwood 
Road, Clapton Common, London Es. 

Piper, Geoffrey Charles, A.C.A.,. a1970; 22 
Westway,. South Woodham Ferrers, near 
Chelmsford, Essex. ` - 

Piper, Richard John, A.C.A., a1970; 26 Marl- 
borough Road, Margate, Kent. 

Piper, Terence Victor, A.C.A., 41970; 14 Harvey 
Road, Ilford, Essex. 

Place, : ‘Donald Hill. a.c. A., G1970; 2 St Peter's 
Estate, Holywell, Flintshire, CH8 7UW. 


Platt, John Langston, A.C.A., 41970; IO 
: Brendon Drive, Arbrook Lane, Esher, 
Surrey, 

Plummer, Alan David, A.C.A., 41970; 70A 


Balfour Road, Ilford, Essex. 

Geoffrey Richard, M.A., A.C.A., 41970; 

‘Little Croft’, Mill Hill, Shenfield, Brent- 

ten Essex. 

Pixton Way,” Croydon 

Pool, Rodney Lonsdale, A.C.A., @1970; 137 
Court Lane, Dulwich, London SEz21. 

Posgate, John Sidney Stapleton, A.C.A., G1970; 
5 Haste Hill Close, Boughton Monche sea, 
near Maidstone, Kent. 

Posner, David Howard, A.C.A., 41970; 342 
Pinner Road, North Harrow, Middx. 

Potts, Christopher John, A.C.A., argo: 52 
Knowle Road, Bristol BS4 2ED. 

t _ 41970; 95 
Rectory Lane, Long Ditton, Surbiton, Surrey. 

Prain, Graham Lindsay, B.A., A.C.A., 01970; IOI 
Barkston Gardens, London S Ws. 

Pratap, Davendra, A.C.A., a1970; 40 Woodville 
Road, Brent, London NW? 

Pressdee, Peter James, A.C.A. , 41970; 95 Castle 
Road, Mumbles, Swansea, Glam. 

Pridding, Eric, A.C.A., a1970; 21 Talbot Street, 
Whitchurch, Salop. 


P 


Prince, Brian Warwick, A.C.A., 41970; 46 Lee- - 


land Way, Neasden, London NW o. 

Prior, Charles Campbell Leathes, A.C.A., 41970; 
22 Welbeck Court, Addison Bridge Place, 
London Wi4. 

Pritchard, John Nicholas Dearn, A.C.A., 41970; 
Sutton Park Road, Kidderminster, Worcs. 

Puri, Rajeev, A.C.A., a1970; 66 Oxford Gardens, 
London W 1o. 

Pursar, Simon Edmund Kinross, A.C.A., 41970; 


6 Clara Place, Follett Road, 'lopsham, . 


Exeter, Devon. 


Quick, Graham Francis, A.C.A., A1970; 3 
Bossard Court, Leighton Buzzard, Beds. 


Rainsbury, David John, A.C.A., A1970; 225 
Manchester New Road, Middleton, Man- 
chester, 

Rajput, Muhammad Hanif, a.c.a:, ar970; 
Flat G, 13/15 Frognal, London NW3. / 
Rash, Malcoim Ernest, A.C.A., 41970; 4 

Robinson Road, Rushden, Northants. 


Ratford, Alan George, A.C.A., 41970; 16 Pett- , 


man Close, Herne Bay, Kent. 

Ratnage, (Miss) Gillian Margaret, A.C.A., 
a1g70; 140 Burges Road, Thorpe Bay, Essex. 

Rattan, Ramesh Kumar, A.C.A., a1g70; 18 Star 
Street, London W2. 

Rawnsley, Lionel Antony, A.C.A., 81970; 118 
Feeehes Road, ‘Southend-on-Sea, S82 6TD. 

Reade, Brian Stanley, A.C.A., @1970; with 
Baxter, Crawford & Co, 23 Lockver Street, 
Plymouth. 

Rebbeck, Brian, M.A., A.C.A., 41970; 11 Rath- 
moyle Park, Seahill, Craigavad, Co. Down, 
Northern Ireland. 

5 Colin Page, A.C.A., arg7o; 24 Sibson 

. Road > Sale, Cheshire M33 1UX. 

Reed, lan Arthur, A.C.A., 41970; 58 Tranby 
Lane, Anlaby, Hull, DU vo „DU. 

Rees, Trevor Aston, A.C.A. , a1970; 224 Ashley 
Road, Parkstone, Poole, Dorset. 

Reeve, "Anthony William, A.C.A., @1970; 45 
Dalmeny Road, Tufnell Park, London N7. 
Rehmani, Hadi Mohammed Karim, A.C.A., 
41970; with Messrs Bellman, Atlas, Messik & 
Glazer, 73-75 Mortimer Street, London Wi. 

Reid, David Michael, B.SC., A.C.A., @1970; 
3€ Haldane Terrace, Jesmond, Newcastle 
upon Tyne NE2 3AN. 

Reid, Graham Charles, A.C.A., a1970; 10 Lodge 
Close, Stoke D'Abernon, Cobham, Surrey. 


- 


Le 
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Revill, Stewart, A.C.A., a1970; 26 Southsea 
Road, Woodhouse, Sheffield S13 JEL. 

Reynolds, Anthony Norman, A.C.A., @1970; 
29 Kenilworth Road, Knowle, Solihull, 
Warwicks. 

Reynolds, Donald Sylvester, A.C.A., 
12 Kelmscott Road, London SW r1. 

Rhead, Colin Kenneth, A.C.A., @1970; 
Courtfield Gardens, London SW. 

Rhys-Davies, Andrew Charles, A.C.A., a1970; 
"Ivy Dene’, Bishopston Valley, Gower, near 
Swansea, Glam. 

Rice, David, A.C.A., a1970; ‘Dart Cottage’, The 
Elms, Ringmer, near Lewes, Sussex. 

Riches, Brian George, A.C.A., 41970; 79 
Lancaster Road, South Norwood, London 
SE25. 


41970; 
38 


Riley, Peter Lawrence, A.C.A., @1970; 123 
Stonyhill Avenue, Blackpool, Lancs. 
Rix, Anthony James, A.C.A., @1970; Grove 


House, Sellindge, Ashford, Kent. 

Roberts, Evan John Dudley, A.C.A., 41970; 2 
Brecon Road, Pontardawe, Swansea. 

Roberts, John Compton, A.C.A., a1970; Dorset 
House Hotel, 22 Banks Road, Sandbanks, 
Poole, Dorset. 

Robertson, Alan David, A.C.A., 
Kensington Gate, London W8. 
Robinson, Anthony Leake, B.A., A.C.A., a1970; 
71 Highbury, Jesmond, Newcastle upon 

Tyne NE2 3LN. 

Robinson, Charles Francis, B.A., A.C.A., 41970; 
53 Streatham Court, Streatham High Road, 
London SW16. 


a1970; 3 


Robinson, Michael John, A.C.A., 41970; 59 
Park Crescent, Eastwood, Notts. 
Robinson, Peter James John, A.C.A., @1970; 


Pooks Hill, Woodland Way, Kingswood, 
Surrey. 

Robinson, Robin Edward, A.C.A., 
2 Greenbill Close, Liverpool 18. 

Robson, David George, A.C.A., a1970; 7 Merlin 
Drive, North Lodge Estate, Chester-le- 
Street, Co. Durham. 

Robson, William, A.C.A., a1970; 24 Moor Lane, 
Darras Hall, Ponteland, Newcastle upon 


41970; 


yne. 

Rochford, Edward Arthur Byron, A.C.A., a1970; 
67 'The Causeway, Potters Dar, Herts. 

Rogers, David Antony John, A.C.A., 
110 Highland Road, Torquay. 

Rose, David John, A.C.A., a1970; 5 Windyridge, 
Gillingham, Kent. 

Rose, David Richard Henry, A.C.A., a1970; 
48 Renfrew Avenue, Eastham, Wirral, 
Cheshire. 


41970; 


Rosenberg, David John, A.C.A., a1i970; 92 
Claremont Road, London E7. 
Ross, Alexander Joseph, A.C.A., @1970; 57 


Darbishire Road, Fleetwood, Lancs. 

Ross, (Miss) Susan, A.C.A., 21970; 83 Linden 
Gardens, London W2. 

Round, Michael, A.C.A., a1970; I 
House, Pages Lane, London N10. 


Chester 


Rowley, Richard George, A.C.4., a1970; IO 
Victoria Road, Gants Hill, Ilford, Essex. 
Roy, Ashoke, A.C.A., a1970; Royal Road, 


Curepipe, Mauritius. 

Rucklidge, James Francis, B.SC., A.C.A., @1970; 
I2 Kingsmill, Kingsmill Terrace, London 
NW 


Rusby, William Mitchell, 
aigo; ‘Cornhill’, 
Leeds LS16 9AZ. 

Russell, John Oliver, A.C.A., 41970; 97 Salis- 
bury Road, Great Yarmouth, Norfolk. 


B.A.(ECON.), *A.C.A., 
Old Lane, E 


Sabey, Warwick Norman Francis, A.C.A., @21970; 
Little Deerswood, Gorse Avenue, Kingston 
Gorse, near Littlehampton, Sussex. 

Sagar, Paul Bernard, A.C.A., a1970; c/o Mr 
P. R. Hulme, Alcan Jamaica Ltd, PO Box 
222, Mandeville, Jamaica, WI. 

Sahami, Firooz, B.SC.(ECON.), A.C.A., 
58 Methuen Road, Edgware, Middx. 

Sailes, Tony, A.C.A., 21970; 65 Alexander Road, 
Horsforth, Leeds LS18 4PG. 

Saldin, Erasmon Pernamo, B.SC.(ECON.), A.C.A., 
argo; 19 Devonshire Road, Mill Hill, 
London NW*. 

Salmon, Richard Guy, A.C.A., a1970; ‘Bylands’, 
Cavendish Road, St George S Hill, Wey- 
bridge, Surrey. 
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Sandry, Robert Denis, 4.C.4.,7a1970; rs Mir- 
field Road, Solihull, Warwickshire. 

Sargent, Graham, A.C.A., a1970; 13 Borkwood 
Way, Orpington, Kent BR6 9PB. 


Saul, Peter Frederick, A.C.A., a1970; “The 
M2adows’, Dunston, Lincoln. 
Saunders, Mervyn Howard, A.C.A., @1970; 


7 INorth Lodge, Somerset Road, New Barnet, 


Herts. 

Savage, (Miss) Carole Anne, A.C.A., a1970; 
Ockeridge Lane, Holt Heath, Worcester. 

Scares, Alan William, A.C.A., 41970; 18 
Werneth Hall Road, Clayhall, Ilford, pn 

Scarlon, (Miss) Celia Dorrice, A.C.A., A1970; 
IC9 The Reddings, Mill Hill, London NW7. 

Scott, David John, A.C.A., a1970; 27 Hill Way, 
Oadby, Leics. 

Scott, Peter, A.C.A., a1970; 6 Cannon Place, 
Hampstead, London NW3. 

Scott, Richard John, A.C.A., 41970; 21 Chesham 
Road, Wilmslow, Cheshire SKg 6EZ. 

Sco-t, Russell Malcolm Craig, A.C.A., a1970; 
‘Deep Meadow’, Long Common, Claverley, 
near Wolverhampton, Staffs. 

Seadright, David Eaton, A.C.A., a1970; x Hill 
View Road, Hanbury Park, Worcester. 

Seeff, Geoffrey Michael, A.C.A., a1970; I 
Montreal Road, Gants Hill, Ilford, Essex. , 

Shedbolt, David Henry, A.C.A., a1970; 98 
Kingswood Avenue, Shortlands, Bromley, 
Kent. 

Shah, Dhirajlal Lakhamshi, A.C.A., @1970; 34 
Fallowcourt Avenue, London Nra. 

Shaikh, Salimullah, A.C.A., a1970; 68 Western 
Avenue, London W3. 

Shamanna, Nanjappa, A.C.A., 21970; 
Hendford Hill, Yeovil, Somerset. 

Shaw, Keith Graham, A.C.A., a1970; 67 Shel- 
ford Road, Milton, Southsea, Hants. 

Shaw, (Miss) Rosamund Christine, A.C.A., 
21970; 5 Le Brun Road, Eastbourne, Sussex. 

Sheekey, Geoffrey Leslie, A.C.A., a1970; 27 
Roslyn Road, Hull HU3 6XQ. 

Skelter, Howard David, A.C.A., a1970; 
Chestnut Close, Oakwood, London N 14. 

Skemming, David Gerald, A.C.A., a1970; The 
Corner House, Harrietsham, Maidstone, Kent. 

Sheppard, John Norman, A.C.A., a1970; 68 
Woburn Drive, Hale, Altrincham, Cheshire. 

Sherman, Raymond Thomas, A.C.A., 41970; 
52 EEN Road, Shooters Hill, London 


18. 
Shifrin, Gary Michael, 


I22 


33 


B.SC.(ECON.), A.C.A., 


41970; 378 Sterling Avenue, Edgware, 
Middx. 
S:llars, Michael Gordon, A.C.A., a1970; High 


Leas, Glaisdale, Whitby, Yorkshire. 

Silverman, Michael Alan, A.C.A., a1970; 412 
High Road, Tottenham, London N17. 

Simmonds, Brian John, A.C.A., a1970; 
Crowshott Avenue, Stanmore, Middx. 

Simmonds, John, A.C.A., a1970; 20A Walkern 
Road, Stevenage, Herts. 

Simmons, Christopher Roy, A.C.A., 41970; 16 
Warbank Crescent, New Addington, Croy- 
don CRO oAS. 

Simmons, John Howard, A.C.A., a1970; 152 
Kingshill Drive, Kenton, Harrow, Middx. 
Simons, Edward Douglas, A.C.A., a1970; 26 

First Avenue, Westcliff-on-Sea, Essex. 

Simpson, David Stuart, A.C.A., a1970; 16 North 
Furzeham Road, Brixham, South Devon. . 

Sinclair, Deryck Allan Peter, A.C.A., 41970; IO 


95 


Colson Road, East Croydon, Surrey 
CRO 6UA. 

Singer, John Howard, A.C.A., a1970; 69 Bram- 
hall Lane South, Bramhall, Stockport 
SK7 2EG. 

- Sloane, Brian George Roger, A.C.A., a1970; 


27 Groveland Way, New Malden, Surrey. 

Smaridge, Roger Nicholas, A.C.A., a1970; 4 
Purley Grove, Liverpool 18. 

Smith, Donald Michael, A.C.A., a1970; 73 Erriff 
Drive, South Ockendon, Essex RMr5 5AY. 

Smith, Howard Douglas, À.C.A., 81970; 19 
Bridge Street, Fordingbridge, Hants. 

Smith, Peter, A.C.A., 41970; 9 Southlands Road, 
Timsbury, near Bath, Somerset. . 

Smith, Richard John "Dennis, A.C.A., 41970; 
54A Arlington Road, Surbiton, Surrey. 


Smith, Ronald Francis, A.C.A., a1970; 12 
Station Road, Birstall, Leicester. 
Smith, Trevor Beverley, A.C.A., @1970; IO 


Cumberland Park, London W3. 


-— 
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Smythe, Paul Francis, A.C.A., a1970; 52 Gled- 


how Wood Road, Leeds 8. 

Somers, Richard, A.C.A., a1970; 
Road, Bromley, Kent. 

Sorrell, Roderick John, A.C.A., 31970; 99 Hill- 
side Grove, Chelmsford, Essex. 

Southern, James Charles, A.C.A., 01970; 
West Park Drive, Blackpool, Lancs. 

Southgate, Peter John, B.A., A.C.A., 41970; 82 
Canon Street, Shrewsbury, Salop. 

Sowels, (Miss) Violet Anna, A.C.A., 81970; 
6A/49 Holland Park, London W11. 

Sparkes, John, A.C.A., a1970; 68 Clingan Road, 
Boscombe East, Bournemouth BH6 5QA. 
Spencer, Robert McPherson, A.C.A., a1970; 272 

Skellingthorpe Road, Swanpool, Lincoln. 


I3 Orchard 


30 


Spurge, John Stewart, A.C.A., 4&1970; 74 
Sydenham Park Road, London SE26. 
Stanley, Roger Clayton Holbrook, A.C.A., 


a1970; r The Green, Langton Green, Tun- 
bridge Wells, Kent. 

Stanton, Kenneth John, A.C.A., 41970; 'Clon- 
curry’, Grange Road, Felixstowe, Suffolk. 

Stein, Phillip Charles, A.C.A., a1970; 65 Marl- 
borough Mansions, Cannon Hill, London 
NWS26. 

Stevens, Alan Thomas, A.C.A., a1970; 24A Lyne 
Court, Sunnymead Road, Kingsbury,- Lon- 
don NWg. 

Stewart, David, A.C.A., a1970; 52 St Helens 
Road, Harrogate, Yorks. 

Stonard, John, A.C.A., a1970; with Messrs 
Hugill Tingle Comber & Co, 38 Chancery 
Lane, London WC2. 

Strachan, Leigh Melvin, A.C.A., 41970; 71 
Sudbury Court Drive, Harrow, Middx. 

Strange, Michael John, A.C.A., a1970; c/o Blue 
Cross, 300 North State Street, Chicago, 
Illinois, USA. 

Street, Anthony James, A.C.4., a1970; 8 Grafson 
Place, Droitwich, Worcs. 


Stubbs, Andrew Graham, A.C.A., @1970; 75 
Balmoral Drive, Bramcote Hills, Notting- 
ham NGg 3FT. 

Summers, David, A.C.A., a1970; 24 Dicey 


Avenue, Cricklewood, London NW2. 
Summers, Richard John, A.C.A., a1970; 35 
Mandeville Road, Southgate, London Nr4. 
Sutherland, Ian James, A.C.A., a1970; 3 Park 
View Drive South, Charvil, ‘Twyford, 
Berkshire RGro 9QX. 

Sutton, Michael Phillip, A.C.A., a@1970; Lind- 
rick Hill Farm, Worksop, Notts. 

Swete, Peter Gerald, A.C.4., a1970; The Garden 
Flat, 5 Holland Villas Road, London Wr4. 
Swift, Ian Rodney Allan, B.SC., A.C.A., 41970; 
14 The Grove, Moorhead, Shipley, Yorks. 
Sykes, David, A.C.A., a1970; “The Moorings’, 

Mereside Road, Mere, Cheshire. 
Sykes, John Bernard, A.C.A., a1970; 8 Man- 
chester Road, Greenfield, Oldham. 


Tadman, Moray Roger, B.A.(ECON.), A.C.A., 
a1970; 5 Kingston Row, Birmingham 1. 

Talbot, Mark Stowell, A.C.A., @1970; 
Patch’, East Haddon, Northampton. 

Tan, Kay Choon, A.c.A., a1970; with Messrs 
Futcher, Head, Smith & Tucker, Broad 
Street House, 54 Old Broad Street, London 
EC2 

Tandon, Manu, A.C.A., 66 Oxford 
Gardens, London Wro. 
Tanfield, Geoffrey, A.c.A., a1970; 23 Mayland 
Avenue, Willerby Road, Hull. 
Tang, Siaw Hung, A.C.A., @1970; 
Mantilla Road, London SW17. 
Tarleton, Eric Ronald Matchem, A.C.A., 41970; 
28 Bray, Adelaide Road, London NW3. 

Tarrant, Frank Alfred John, A.C.A., a1970; 115 

. Brondesbury Road, London NW6. 

Tarrant, Graham John Howard, A.C.A., a1970; 

5 Harwood Avenue, Bromley BR: 3DX. 
Taylor, Colin Bernard, A.C.A., a1970; ‘Ashton’, 
old Hill, Chalfont St Peter, Bucks. 

Taylor, Colin Harwood, A.C.A., a1970; 
Stanhope Avenue, Finchley, London N3. 

'Taylor, Colin Jeffrey, A.C.A., a1970; 11A Lyne 
Court, Meadowbank Road, Kingsbury, 
London NWo. 

Taylor, John Paul, A.C.A., @1970; ‘Fairings’, 
Yew Tree Lane, Rotherfield, Sussex. 

Taylor, Lee Alexander, A.C.A., @1970; c/o 
Longmans Consultancy Services, 85 High 
Street, Welling, Kent. 


"The 


qI07O; 
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Teckoe, ` David- Alfred, A.C.A., 
Moneybrook Way, Meole Brace, Shrewsbury. 

Teggin, Harry Winston, A.C.A., a1970; 194 
Lightwood Road, Longton, Stoke-on-Trent. 

_Temlett, John Christopher, A.C.A., 481970; 
30 Avenue Road, Teddington, Middx. 

Thelwell, Eric, A.C.A., a1970; “The Rest’, Rue 
De Maupertuis, St Clement, Jersey, CI. 

Thiyagarajah, Muthiah, A.C.A., a1970; 1 Pem- 
bridge Crescent, London Wir. 

Thomas, Adrian Victor Austin, A.C.A., 21970; 
6 Woodcote Avenue, Wallington, Surrey. 

Thomas, Antony Robert, A.C.A., a1970; 19 
Wyatts Lane, Wareham, "Dorset. 

Thomas, Christop her Owen, A.C.A., 41970; 
Dukes Edge, Windsor Road, Gerrards Cross, 
Bucks. 

Thomas, Geoffrey, M.A., A.C.A., 31970; 
Grosvenor Road, Caversham, Reading, Berks 

Thomas, Peter Gordon, A.C.A., 41970; with 
J. Emyr Thomas &' Co, Martins Bank 
Chambers, 273 High Street, Bangor, Caerns. 

Thomas, Peter Leonard, A.C.A., a1970; 28 
Goldsel Road, Swanley, Kent. 


Thompson, Denis, A.C.A., G1970; 20 West 


Acres, Alnwick, Northumberland. 
Thompson, J ohn Stewart, A.C. Aen a1970; 26 
Sherbrooke Avenue, Halton, Leeds 1 S. 


Thompson, Paul, A.C.A., a1970; 23 Ashley. 


Drive, Walton-on-Thames, Surrey. 
Thompson, Richard William Graham, A.C.A., 
81970; rs Swanswell Road, Olton, Solihull, 
` Warwicks. 
te Timothy John, A.C.A., 21970; 47 


Church Crescent, Whetstone, London N20. . 


Thomson, Russell Thomas Adrian, A.C.A., 
a1970; 27 Dury Road, Monken Hadley, 
Barnet, Herts. 

Thornton-] ones, Antony Ivor, A.C.A., 81970; 
s Pinners Close, Ostend, ` urnham-on- 
Crouch, Essex. 

'Thrall, Andrew John, A.c. i 1970; 42 Riefield 
Road, .Eltham, London S 

Tice, Geoffrey EE A.C.A., 41970; 
~Upland’, Rowlands Hill, Wimborne, Dorset. 

Tillier, Michael John, A.C.A., @1970; 12 St 
Michael’s Avenue, Pontefract, Yorks. 

Tilney, Richard Neil, A.C.A., a1970; 30 Buena 

. Vista Drive; Gleriholt, Plymouth, Devon. 
Timms, Christopher George, B.A., A.C.A., 19770; 


E 3 Carlisle Mansions, Carlisle Place, London . 


Wi. 

Tinger, Stuart Alan, A.C.A. , 41970; 71 Norwood 
Crescent, Southport, Lancs. 

Todd, "Stephen raham, A.C.A., 21970; ZA 
Whiteway Drive, Heavitree, Exeter, Devon, 

Town, Michael Allan, A.C.A., a1970; 38 South- 
way, Beechwood, Horsforth, near ` Leeds, 
Yorks. 

‘Townsend, Denys Norman, A.C.A., a1970; : 
Court Ásh, Woodacre Crescent, Bardsey, 
near Leeds, "Yorks. 

Toynton, Peter Anthony, A.C.A., 41970; 
5 Second Avenue, Westcliff-on-Sea, Essex. 
Treadway, Alan Eric, a.c.a., a1970; 19 Cryol 

Road, Ashford, Kent. 

Tremayne, Paul " Michael, A.C.A., 1970: IOI2 
Chester Road, Erdington, Birmingham 24. 

"I romans, Peter Charles, A.C.A., 41970; 8 Birch- 
wood Drive, Wilmington, Kent. 

. Tudge, John Herbert, A.C.A., 41970; 1 Broad- 
way, Worsley, Manchester. 

Turner, John, A.C.A., E 
Road, olcar; Huddersfield. 

Turner, John Richard, a.c.a., 41970; 91 Wood 
Vale, Forest Hill, London SE23. 

Turner, Wiliam George Maxwell, A.C.A., 
41970; nodis. Shepley, Huddersfield. 

Twentyman, P hilip, A.C.A., Q1970; 4 The 
Terrace, Richmond Hill, Richmond, Surrey. 

. Twissell, Michael John, A.C.4.,01970; 147 Kirby 
Road, "North End, Portsmouth POz oPZ. 

Tyler, "Timothy . Frederick, A.C.A., 1970; 

I Lyston House, Clifton Road, Wimbledon, 
London SW 19. 


$ Unadkat, Lalitrai Liladhar, A.C.A., a1970; PO 
Box 397, Dar-es-Salaam, "Tanzania. 

Upton, Robin Andrew, A.C.A., 41970; 90 Park 
View Road, Lytham, Extern St Annes 
FYS 4JF, Lancs. 

Urasa, Godfrey Shiletikwa, A.C.A., a1970; with 
Messrs Cooper Brothérs & Co, PO Box 45, 
Dar-es-Salaam, Tanzania, 


248 Leymoor 


™ 


41970; 42 


' Walker, 


* ` 
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Van Colle, Irwin, ACA., SR 138 Ivor 
Court, Gloucester Plece, London: 
Vaughton, Philip Nicholas, A.C.A., zi 970; 


12 Bayford Lodge, Wellington Road, Hatch 
End, Pinner, Middx. 
Vickers, Michael Graham, A.C.A., a1970; 29 
Linden Drive, Hasland, Chesterfield, erbys. 
Vincent, Colin Leslie, A.C.A., 231970; 29 Lower 
Camden, Chisleburst, Kent. 


` Vincent, Paul Stephen, A.C.A., a1970; 3 Lady 


Hay, Worcester Park, Surrey. 

Vyas, Sharadchandra Kanaiyalal, A.C, A., arg Se 
with Messrs Griffin Stone, Moscrop & 
21 Manchester Square, London Wi M SAP. 


Wada, David Christopher rores A.C.A., 
a1970; 73 College Road, Bromley BR1 30G. 

Waddington, Alan, A.C.A., a1970; 4 Oxford 
‘Terrace, Carleton, near Skipton, Yorks. 

Wagman, Colin Barry, A.C.A., 21970; 21 Hazel 
Gardens, Edgware, Middx. 

Wagstaff, André Rex, A.C.A., a1970; ‘Blossoms’, 
Four Turnings, Feock, near Truro, Cornwall. 

Waide, Richard Anthony Gascoigne, A.C.A., 
ari970; Darwent House, Moor Lane, East 
Keswick, near Leeds Lëtz 9ES. 

Wain, J ohn Leonard, A.C.A., 81970; 6 Queen's 
Court, London E11. 

Wald, David Isaac Lawrence, A.C.A., 31970; 
IO Reddings Close, Mill Hill, London NW7. 

Colin Howard, A.C.A., ar970; 10 

. Blackthorn UON Woburn Sands, Bletchley, 
Bucks. 

Walker, David GEN A.C.A., GI979; At 
Rothesay Grove, Nunthorpe, Middlesbrough. 

Walker, David-John, A.C.A., a1970; 66 Downs 
Road, Coulsdon, Surrey CR3 TAB. 


Walker, Graham Barry, A.C.A., a1g70; 6 
Greatfield Close, Ossett, Yorks. 

Walker, James Gordon, A.C.A., 41970; 32 
Kirkwood Grove, Cookridge, ` Leeds 


LS16 7JR. 2 

Waller, David, A.C.A., 01970; Flat 9 19 Preston 
Park Avenue, Brighton BN:6HL 

Wallis, David Mark, A.C.A. , 41970; 43 South- 
field Road, Enfield, Middx 


Walmsley, Desmond Cecil, A.C.A., a1970; clo. 


Lloyds Bank Tes 32 Westbourne Grove, 
' London, W2.. 

Walters, John, A. Cå, 41970; Ir Belgrave 
Mansions, Belgrave Gardens, St John’s 
Wood, London NW8. ` 

Ward, David Roger, A.C:A., 21970; Pennington 
House, Ulverston, Lancashire. 

Ward, Kenneth Duncan, A.C.A., 41970; 
‘Marconia’, Upper Third Avenue, Frinton- 
on-Sea, Essex. 

Warner, Michael John Pelham, A.C.A., a1970; 
38 Abbey Meads, Romsey, Hants. 


Waters, Robert Paul, A.C.A. » 419706; 6 Grove 


Close, Ickenham, Middx. 

Watkin, David William, A.C.A., 21970; 25 Riley 
Avenue, Burslem, Stoke-on-Trent. 
Watkinson, (Miss) Christine Joyce, 
41970; 18 Pembroke Street, 

Rotherham, Yorks. 


A.C.A., 
'Holmes, 


/ Watson, Brian Innes Kermack, A.C.A., 41970; 


. 13 Bourne End Road, Northwood, Middx. 
Watson, John Hastings, A.C.A., 41970; 9 Cock- 
s Drive, Westfield, Workington, Cumber- 


Watson, Nicholas John, LL.B., A.C.A., a1970; 
taa Wendela Court, Harrow-on-the-Hill, 


Watts, ark Russell, A.C.A., a1970; 45 Spinney 
‘Walk, The Orchards, ^"Barnham, Bognor 
Regis, Sussex. 

Weetch, Michael John, A.C.A., 81970; 3I 
Bressey Grove, South Woodford, London E18. 

Weinberg, Phili , A.C.A., 41970; 100 St John’s 
Court, Queen's Drive, London N4. 


` Weller, Robert, A.C.A., a1970; 191 Frederick 


Road, Hastings, Sussex. 

West, Graham John, A.C.A., a1970; 14 Berkeley 
Court, Baker Street, London NWt1. 

West, Nigel Robert Sands, M.A., A.C.A., 81970; 
Beeches, Eridge Road, Crowborough, Sussex. 

Westby, Peter John, A.C.A., 21970; 20 
Batchelors Way, Amersham, Bucks. 

Whatton, Terence John,.a.c.a., a1970; Oasby, 
near Grantham, Lincs. 

Wheston, Richard Dennis, A.C.A., a1970; with 
Price Waterhouse & Co, 47 Avenue De 
L’ Opera, Paris 2. 


‘White, Adrian 


` Winter, 


Winter, 


S ‘yu s April 23rd, 1970 : 


Whetton, Barry Newton, B.A., A.C.A., 41970; 
12 Kinniard Crescent, Stockport, Cheshire. 

Michael, ` A.C.A, @19'70; 

*Goddens', Hartley Wespall, Basingstoke, 


Hants. 

White, Andrew John, A.C.A., 41970; so Dudley 
Avenue, Harrow HA3 855. 
White, John Andrew, A.C.A., G1970; 50 Acre 


Gate, South Shore,. Blackpool FY4 3LF, 


Lanes. 
Whitehead, Michael John, B.A., A.C. A. 41970; ; 
32 Beechfield, _Grasscroft, near Oldham, 


Whitehouse, Charles Raymond, A.C.A., 41970; 
45 Mill Lane, Knowle, Solihull, Warwicks. 
Whitehurst, Trevor Harold, A.C.A., 41970; 1X 
Bamford Road, Didsbury, Manchester 20. 
Whiting, John William, A.C.A., a1970; 23 

, Blacklands Read, Catford, London SE6. 

Whitling, John Victor, A.C.A., a1g7o; Yannon 
Cottage, Higher Yannon Drive, Teignmouth, 
Devon. 

Whitson,,. (Miss) Priscilla Mary, A.C.A., 41970; 
EE Newlands, Keswick, Cumber- 
and. : 

Whittaker, George Moray, A.C.A., a1970; 12 
Prospect Drive, Hest Bank, near Lancaster, 
Lancs. 

Whittle, Peter Ronald, a.c.a., a1970; 94 New- 
house Crescent, Watford rd, Herts, 

Whitworth, Richard Stanley, `A.C.A., 41970; 
39 St George’ s Square, London SW1. 

Wicks, Terence Peter, A.C.A., a1970; 27 Oxhey 
Avenue, Oxhey, Watford WD: 4HB. 

Wild, Peter, A.C.A., a1970; 160 Rochdale Road 
East, Heywood, Lancs. 

Wiles, Peter Martin, A.C.À., 01970; 40 ‘Bunning: 
dale Avenue, Holbrooks, "Coventry CND 4BZ. 
Williams, Keith, A.C.A., @1970; 114 Moorside 
Road, Davyhulme, Urmston, ‘Manchester. 
Wilson, George Christopher, A.C.A., @1970; 

57a Clifton, York. 

Wilson, Thomas Martin, A.C.A., arg7o; 54 East 
Bawtry Road, Rotherham, Yorks. 

Colin. Richard, A.C.A., 41970; 19 

Courtenay Drive, Emmer Green, Reading 

RG4 8XH. 

John Hubert, 281 


A.C.A., G1970; 


. Nether. Street, Finchley, London N3. 


Wolstencroft, "Brian, A.C.A., a1970;. 64 Valley: | 


Drive, Seaford, Sussex. 

Wood, Michael John, 'A.C.A., A1970; Greenway 
House, Hinton Blewitt, Temple Cloud, 
Bristol. 

Wood, Roderick Edward, A.C.A., a1970; 39 
Pasturelands Drive, Billington, nedr Black- 
burn, Lancs. 

Woodhall, Michael John, B.A.(ECON.), A.C.A., 
a1969; ‘Engledown’, Yew Tree Bottom Road, 
Epsom Downs, Surrey. 


Woodward, John Vincent, A.C.A., 41970; 
‘Fairfield’, Old Hall Avenue, Littleover, 
Derby 


Worth, Vivian Charles, A.C.A., 21970; 30 Clifton 
Place, London W2. 

Worts, Robert Kevin, A.C.A., RM 67 Forest 
Drive West, Leytonstone, London Err. 

Wray, Peter Cyril, A.C.A., a1970; 2 Harcourt 
Road, Harrogate, Yorks. 


Wright, John Fraser, A.C.A., a1970; ‘Madoc 
Flat’, Back Madoc Street, Llandudno, 
North Wales. 

Yates, John Anthony, 128 


A.C.A., A1970; 

Central Avenue, Hounslow, Middx. 

Yennemadi, Vinod Gurudatta, A.C.A., 81970; 
10 Elm Grove, London NW2. 

Yeomans, Brian, A.C.A., a1970; 17 Havelock 
Street, Desborough, Kettering, Northants. 
York, Andrew Roland, A.C.A., @1970; 39 St 

Barnabas Road, Leicester LE: 5 4BE. 

Young, Andrew, A.C.A., GI970; 2 Meadstone 
Cottages, D 307 Bottom, Chorley- 
wood, Herts WD3 s]Q. 

Young, Peter Arthur, A.C.A., GI979; 110 
Westridge Road, Kings Heath, Birmingham 


Richard Stanford Kilburn, 
Arnold rice. "Violet Lane, 


13. 
Young, A.C.A., 


ÈRO 4HP 


([Zimbler, Andrew Mark, A.C.A., a1970; 53 


Parliament Hill, Hampstead, e Se I 
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Precept and Practice 


T was, as we recall, a barrister to whom the law was ‘the true, 

embodiment of everything that's excellent', and a solicitor's: 
clerk who described it as an ass. Both views were, of course, highly: 
subjective, and no doubt the law had served the Lord Chancellor: 
of Iolanthe rather more kindly than it served Mr Bumble. 

Conspicuously as the law failed to satisfy Mr Bumble, there are- 
several different means of satisfying the law. This is our immediate 
reaction to the Survey of Published Accounts, 1968-69, pub-; 
lished yesterday by The Institute of Chartered Accountants in, 
England and Wales, and to which we referred in a leading article 
on April 2nd. This survey covers the presentation and dis- 
closure practices used in accounts published during the year to 
June 30th, 1969, by 300 of the largest quoted industrial and. 
commercial companies, the accounts themselves being made up. 
to various dates between January 1968 and March 1969. It is a 
factual presentation which does not purport to criticize or to draw 


general conclusions, and we predict that it will be relied upon as. 
. an important and authoritative source document by financial 


commentators and accounting researchers for some time to come.. 
At the outset, we confess to feelings of surprise that the accounts. 
of five companies made up to January 31st, 1968, should feature. 
at all in a survey for the year to June 3oth, 1969 — indicating a: 
period of at least five months for the accounts to be prepared and, 
published. Since the Institute has not thought fit to criticize, we. 
hesitate ourselves to suggest that this is an excessive delay: but. 
it is certainly, by today's standards, a rather long wait and must. 
seriously affect the value of the accounts to shareholders and to the , 
financial community at large. The longest period between account- - 
ing date and publication date by any of the companies examined , 
was something over six months; and, as Dr W. A. Tuplin once. 
remarked in a different context, things can happen in that distance. 
After the introductory pages, the survey considers the treatment ` 
of 23 items arising in profit and loss accounts, balance sheets and 
directors’ reports, with reference to the appropriate Institute ' 
recommendations where relevant. Whilst in most sections one 


^ particular mode of presentation shows a predominance, complete 
 unanimity is lacking. For instance, in relation to overseas taxation ' 
and double taxation relief, 153 of 300 companies appear to follow 
: Recemmendation No. 27 in whole and 7o in part. The remaining 
` - 77,inthe Institute's words, make ‘no mention of overseas taxaticn', 


which unfortunately leaves it less than clear "whether these 
companies are not subject to such taxation or whether they have 
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not accepted Recommendation No. 27 in respect of it. 

It may be timely to recall at this point that the survey 
is expressly limited to industrial and commercial 
companies, and that banks and discount houses, 
insurance companies, investment, financial and unit 
trusts, rubber, tea and mining companies are all 
excluded: had these specialized institutions also been 
taken into consideration, it seems possible that wider 
divergences would have occurred. 

In the Pharmaceutical Society case ([1968] 2 All ER 
686), Lord Wilberforce refused to accept the argument 
that ‘the rule is merely hortatory and has no binding 
effect', but the matter then at issue was professional dis- 
cipline rather than accounting practice, and it has long 
been debated to what extent an accounting recommenda- 
tion should be mandatory in its effect. When, in 1942, the 
Council of the Institute embarked upon the first of 
their Recommendations on Accounting Principles' the 
phraseology indicated a very proper reluctance to 
intrude, or to seem to intrude, upon the relationship 
between a member and his client; and under the 1929 
Companies Act which was then in force, disclosure 
requirements were less stringent and the auditor's 
position less secure than we have since grown ac- 
customed to. Consequently, the recommendations were 
never intended to be, and have not been accepted as, 
more than guidance statements. They have also had 
to take into account that the circumstances of all 
businesses are not susceptible to rigid prescription for 
all cases. 

The degree of permissiveness thus engendered has 
not always been appreciated by the layman, who 
natural finds himself confused, if not actually sus- 
picious, when two well-known firms of accountants, 
both no doubt honourable and competent and each 
claiming to follow established conventions and accepted 
standards of good practice, succeed in producing 
widely different answers in the same situation. To take 
a further example from the survey itself, 59 out of 104 
companies whose overseas interests were affected by 
the devaluation of sterling in November 1967 dealt 
with thé necessary adjustments by movements on 
reserves; the remaining 45 used between them five 
different methods (sometimes a mixture of methods in 
the same case) Yet all were within the permitted 
alternatives of Recommendation No. 25, nor is it sug- 
gested that any failed to satisfy the law. 

On the other hand, the Institute Council's recently- 
declared predilection for ‘definitive’ accounting stan- 
dards which are to be reinforced by qualification of the 
auditors' report where necessary, and which thus have 
more than a semblance of authoritarian imposition 
from above, will not go unchallenged. Writing in The 
Accountant of October roth, 1953,. Professor W. T. 
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Baxter, B.COM., C.A., discounted the value of accounting 
recommendations, even when couched in words ‘as 
modest and cautious as anyone could wish’, as being 
likely to do ‘much more harm than good’: the authority 
of the Institute, for example, tends to invest such pro- 
nouncements with an ex cathedra quality which may 
stultify independent thought and intrude upon the 
proper exercise of independent professional judgement 
in a particular case. We publish elsewhere in this issue 
a further contribution to this theme by Mr A. E. W. 
Laugharne, B.A., F.C.A., who feels that the experience 
of the intervening years has done much to endorse 
Professor Baxter’s views and argues that ‘a closed view 
of accounting standards can defeat the object of a con- 
tinual improvement in the quality of information in 
published accounts’. 

There is in this situation something more than a 
superficial resemblance to the interplay and mutual 
support of statute law and common law. As an organ- 
ized profession, the law is older than accountancy by 
several centuries, but we may hope to be forgiven 
for reminding our readers that the law had very humble 
beginnings and was in its formative years a far from 
exact science. The law is not to be regarded as a 
monolithic edifice dispensing predetermined remedies 
for every conceivable situation, and not a few of the 
common law’s treasured precedents were -hammered 
out ad hoc by the medieval justiciary in troubled times 
when England’s status as one kingdom was occasion- 
ally a matter of doubt. The English system of common 
law based on respect for precedent combines a desirable 
element of certainty in legal administration with the 
necessary flexibility to clothe the bare bones of the law 
with flesh and make it work. This analogy should not 
be lost upon accountants, and within the framework 
of the law it 1s necessary for accounting principles no 
less than legal precedents to serve the needs of a de- 
veloping community. Following the spate of statute 
law (not all of it as wisely drawn as one might wish) in 
recent years, judges have been known to complain that 
Parliament has forced upon them an inappropriate or 
unjust result, in that the words of the relevant Act have 
fettered or eliminated the scope of judicial discretion: 
and it would be embarrassing, to say the least, for an 
accountant to have to make the same plea to his 
client. | 

For the present, we extend to Mr G. P. Morgan- 
Jones, M.A., J.P., F.c.A., and his committee, aided by 
their secretary, Mr C. J. Platt, M.A., F.C.A,, A.C.W.A., 
our congratulations upon a work which is a 
valuable contribution to the understanding of how 
accounting principles are applied in practice, and 
whose contents we expect to see much quoted in 
debate. j e, 3 
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^ The Association's Year 


A this time last year, we alluded to The Association 
of Certified and Corporate Áccountants as being 
*poised at the confluence of the waters, waiting to see 
in which direction the floodtide of progress will take it’. 
This- was, of course, in reference to the ‘future plans’ 
scheme, and if that floodtide has displayed during the 
past year some unexpected eddies and turbulences, at 
least the Association's poise has not suffered as a 
result. 

At December 31st, 1969, membership of the Asso- 
ciation stood at 12,407,.a net increase of 267 during the 
year. The figure of 481 new admissions again appears 
disproportionately small in comparison with 4,486 new 
student registrations, and although the pass rate in all 
four sections of the professional examination was 
significantly higher than the exceptionally low levels 
reached in 1968, the drop-out rate between registration 
and qualification remains extremely high. It appears 
from the.President's statement, reproduced elsewhere 
in this issue, that the reasons for this are being closely 
analysed. 

'The programme of residential schools for students 
and members continued during the year, but we share 
the Council's. concern to hear that 'one district society 
has been compelled to abandon its lecture programme 
for the current session owing to the complete apathy of 
members’. In reviewing the report of The Institute of 
Chartered Accountants in England and Wales two 
weeks ago, we referred to the burdens which continue 
to be thrust upon the profession; we note also that 
delay in attending to professional business features 
largely, as with the Institute, in the list of profess:onal 
misdemeanours brought before the  Ássociation's 
disciplinary committee. If accountants are to hold their 
rightful place in the life of the community, then post- 
qualifying education and keeping abreast of current 
developments cannot be relegated to the category of 
pleasant luxuries to be indulged when time permits. 
Moreover, quite apart from the gaps which may be 
left in an accountant’s professional equipment, a small 
attendance at lectures is a poor reward for the efforts of 
district society officers who give of their own resources 
to provide members with a programme of topical 
interest. . : l | 

The Association has made several noteworthy contri- 
butions to professional literature in the past, and 
showed itself no.less active in this field during 1969. 
New booklets, or substantially re-written editions, 
were produced on several important aspects of taxation, 
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on sources of capital and on data processing, together 
with the first two titles in the Association's 'Decimal 
Currency' series. (The third and fourth of this. series 
have meanwhile appeared and are noticed in 'Current 
Affairs’ elsewhere in this issue.) 


Besides these notable publishing achievements, the 
Association was actively concerned with the Ac- 
countants’ Joint Parliamentary Committee and’ other 
bodies in representations to the Chancellor of the 
Exchequer on taxation anomalies, simplification of the 
taxation system, provision for retirement pensions by 
the self-employed and taxation of professional earnings. 


During his year of office, the President, Mr E. A. 
Lediard Smith, F.a.c.c.a., represented the Association 
at several gatherings of kindred bodies overseas. 
Whilst it is flattering to be reminded in this way of 
the contribution made by the United Kingdom 
accountancy bodies to the world-wide development of 
the profession, such commitments also represent a 
heavy burden upon the shoulders not of the President 
alone but of his partners or business colleagues, and 
of his family. The support which Mrs Lediard Smith 
has afforded her husband in this capacity 1s most 
fittingly acknowledged. 


Apart from exceptional expenditure in connection 
with the ‘future plans’ scheme, the bulk of which was 
taken into the 1968 accounts, expenditure under all 
headings rose considerably during 1969. An increased 
scale of subscriptions was accepted by the membership 
with effect from January rst, 1969, and this, together 
with increased numbers, brought in an additional 
£27,300; even so, the final balance transferred to the 
accumulated fund was just over. £3,000, or slightly less 
than the surplus on the examinations account. Mr 
Lediard Smith is not the only accountancy president 
to be troubled at present by considerations of income 
and expenditure and, as he says, but for the increased 
subscription rates the Association would have suffered 
in 1969 ‘a fairly substantial deficiency’. 


The expansion in the Association’s membership and 
activities has resulted in considerable pressure on its 
premises at 22-23 Bedford Square. This was eased 
during 1969 by the acquisition of additional accommo- 
dation at No. 53, which is now the home of the exami- 
nations department and the address for all student 
inquiries. 

A special meeting of the Association will be held 
on June roth, at which members will be asked to 
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express their final views on the proposals for the 
development of the accountancy profession and to 
authorize the Council to take such steps as may be 
necessary to render these effective. In the early years 
of this century, statutory registration of the profession 
was a very live issue and our columns several times 
referred to the formation of new ‘associations of 
‘accountants’, often with dubious standards, promoted 
‘ostensibly in the hope of being included within the fold 
when registration became a fact. Some of these assorted 
federated accountants, enrolled accountants and public 
‘accountants must have died disappointed men. 

. Against this background, we recorded with no marked 
enthusiasm in our issue of February 18th, 1905, the 
formation.of the London Association of Accountants 


Current 
Affairs 





Pergamon Directors Must Answer 


| N a reserved judgment last Friday, Mr Justice 
Plowman ruled that Mr Robert Maxwell, M.P., and 
-his co-directors of Pergamon Press Ltd were unjustified 
in refusing to answer questions by Board of Trade 
` inspectors, and were not entitled to bind the inspectors 
as to their procedure in advance. 'T'he objections taken 
‘on behalf of the respondents were ‘premature and 
hypothetical". 

The judge emphasized that no charge of discreditable 
:conduct on the part of any of the respondents had been 
either made or investigated before him. T'he background 
to the proceedings was that Mr Maxwell and a number 
of companies were being sued for $22 million in 


America by the Leasco Corporation which had taken ° 
over Pergamon, and the inspectors’ report was bound ` 


fo find its way into what might be called ‘the enemy's 
camp’. The Leasco action was being strenuously con- 
tested and a counterclaim had been lodged. 
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'for the purpose of providing a special organization for 
accountants and others desirous of adopting the 
profession who are not provided for by any existing 
institution', whilst later in that same year one of our 
contemporaries advised a correspondent that 'to be 
marked as a member of a society of the kind. . . would, 
we imagine, be quite as much of a drawback as a help 
to you in your career’. 

The long uphill fight from these inauspicious 


-beginnings, to secure public recognition of the Asso- 
ciation on equal terms with the older foundations is 


now a matter of history — a history over which Mr 
Lediard Smith, as he enters a further year of office as 


potentially the last President of the Association, may 


look back with no little satisfaction. 


The Court had no power to give directions to the 
inspectors, or to lay down regulations for the conduct 


of their investigation. 


Mr Maxwell and his co-directors, who were ordered 
to pay the costs of these proceedings, were later stated 
to be considering an appeal. 


The Association's President 


R E. A. LEDIARD SMITH, F.a.c.c.a., was 
re-elected President of The Association of 
Certified and Corporate Accountants for 1970—71 at a 


meeting of the Council held on Tuesday, following the 


annual: meeting. Mr Lediard Smith's. presidential 
address at the annual meeting is reported on other 
pages of this issue. 

Admitted to membership of the Association in. 1945, 
Mr Lediard Smith entered public practice in 1948 and 
is senior partner in Goodwin & Lediard Smith, 
Certified Accountants, of Bournemouth. In 1958 he 
became a member of the Solicitors’ Accounts Rules 
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Committee of the Association and four years later he 
was elected to the Council. 

Mr Lediard Smith has also served as a member of 
the Committee of the Bournemouth and District 
Society of Certified Accountants and was President 
of the Society for three concurrent terms in the period 
1959-03. 

Mr R. P. Crout, F.A.C.C.A., has been re-elected Vice- 
President of the Association for the ensuing year. 
Mr Crout is property controller of Cadbury Schweppes 
Ltd, and director, Schweppes (Pension Funds) Ltd. 

At the annual meeting Miss Vera June Di Palma, 
F.A.C.C.A., Who was nominated for Council membership 
(as mentioned in ‘Current Affairs’ last week) in the 
category of London members not in public practice, 

failed to secure election. 


Accounting for Decimals 


HE Association of Certified and Corporate Ac- 

countants has published the third and fourth titles 
in its series of decimal currency booklets — Conversion 
and Replacement of Office Machinery and The Account- 
ant in Practice. | | 

D-day, February 15th, 1971, is now little more than 

nine months off and it is evident that in many shops 
and offices a good deal remains to be done. In conse- 
quence of the Decimal Currency Act 1969, compensa- 
tion will not be payable for expenditure or losses 
incurred as a result of the change to decimal currency, 
the Decimal Currency Board having found it impossible 
to establish principles which would justify any form 
of selective compensation. 
The Inland Revenue has, however, confirmed that 
costs of machine conversion will be allowed for tax 
purposes as a revenue expense in the year in which it is 
incurred. In the United Kingdom, capital expenditure 
on new machines will qualify for capital allowances 1n 
accordance with existing rules, but in the Republic 
of Ireland the Eireann Finance Act 1969 allows ‘free 
depreciation’ of new machines purchased for the 
purpose of the change-over. 

After an introductory section on the reorganization 
of an accountant’s own office, presentation of accounts 
and audit procedures, aboutetwo-thirds of The Ac- 
countant in Practice is devoted to the services which he 
can render to the small trades. There can be little room 
for doubt that it is this section of the community which 
most lacks systematic and consistent planning for the 
change-over, and in which the accountant’s advice is 
likely to be most urgently sought. Despite the Decimal 


Currency Board’s advice to convert to decimal currency 


on D-day or as soon thereafter as practicable, many 


businesses — particularly in retail trade — must expect, 


to continue working in dual currency during the tran- 
sitional period whilst £ s d coins remain legal tender. 
The rules of ‘tendering high’ and of change giving in 
mixed £ sdand £p units are unlikely to secure immediate 
acceptance, particularly amongst elderly customers. 
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Profit. Comparisons 


HE particular virtue of a new study from the 

Economic Development Committee for Mechanical 
Engineering on Company Financial Results 1963-64— 
1968-69 is, according to the chairman of the com- 
mittee, Mr L. V. D. Tindale, c.a., that ‘there are few 
greater stimulants to improved performance by com- 
panies than the wider dissemination of information 
about their profits records’. 

The study covers the profits records over the past 
five years of 275 leading companies in the mechanical 
engineering industry. It is hoped that by bringing 
together these figures, a re-examination of individual 
performances by the companies concerned will be 
encouraged. On the other hand, as accountants will 
be well aware, the limitations of published accounts 
make simple comparisons between the profitability of 
the various companies subject to considerable reser- 
vations. The report notes that assets are more likely 
to be under-valued than over-valued, with the result 
that the profitability of some concerns may be over- 
rather than under-stated. In all probability the trend of 
profitability over the quinquennium is a better guide 
to performance than absolute level of profitability. 

The EDC contends that more reliable comparisons 
can be made through properly organized inter-firm 
comparison schemes such as those run by the Centre 
for Inter-firm Comparisons. The EDC hope more 
firms will participate in such schemes and it is ready to 
provide financial support as they have already done for 
some trade associations to produce such data. 

From the data in the study, it seems that sectors 
with above average profitability over the five years 
were mining machinery, printing and publishing 
machinery, mechanical handling and construction 
equipment. Sectors with generally low average profit- 
ability were textile machinery and boilerhouse plant. 
Profitability of these companies improved between 
1967 and 1969 but the improvement was less than that 
for all manufacturing industry, and profitability re- 
mains below the average for all industry as recorded in 
The Financial Times analysis. 


Irish Budget 


HE theme of the Irish Government's Budget for 

1970, introduced into the Dail on Wednesday of 
last week, was of ‘helping the helpless’. The Govern- 
ment was concerned about the position of the weaker 
and lower paid sections of the community, whose 
already meagre incomes were further reduced by the 
inflationary gains of organized groups, and was deter- 
mined to see that the weakest did not go to the wall. 

A rising tide of inflation of incomes and prices had 
created remarkable buoyancy in income tax, customs 
and excise duties, and sales taxes. The last Budget had 
been not only balanced, but had achieved a surplus of 
£9 million compared to the previous year’s deficit of 
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£8 million. Exports had increased by 114 per cent in 
the year — although unfortunately outweighed by the 
IO per cent rise in imports, too much of which was in 
consumer rather than in capital goods — and despite the 
balance-of-payments deficit the external reserves had 
not fallen. Non-agricultural wages and salaries had 
risen by over 13 per cent and consumer prices by 7$ per 
cent, and inflation might well be ahead. 

A number of small reliefs, estimated to cost £74 
million in a full year, were announced for Schedule E 
taxpayers: these included adjustments in earned in- 
come relief, reduced rates, old-age relief and married 
women's earned income allowance. 

On the social front, there would be improvements in 
old-age pensions, disability pensions, widows' pen- 
sions and child allowances; together with assistance to 
certain categories in special need, including deserted 
wives and voluntary organizations undertaking social 
work. These new benefits would cost a further £10 
million annually. 

No effort was made to introduce novel or complex 
modifications to the existing tax structure. Instead a 
simple solution was adopted. Having considered and 
rejected increases in direct taxation, in levies on alcohol, 
tobacco and petrol, and in the selective wholesale tax, 
it had been decided to increase the present rate of 21 
per cent turnover tax — unchanged since 1963 — to 
5 per cent as from May Ist, 1970. The net effect would 
be to develop a tax structure resembling somewhat the 
added-tax system in use in the European Economic 
Community. Turnover tax had yielded about {17 
million in 1968-69 and {20 million in 1969-70, so an 
additional £20 million could be anticipated in 1970-71 
as a result, 

Reception of the Budget has been varied so far, but 
there is keen appreciation that no steps have been taken 
to halt future inflation. Instead, the Minister for 
Finance, Mr Charles Haughey, F.c.a., has decided to 
ignore the cries of “Wolf’ and to rely on the increasing 
buoyancy of the national economy. Against his 
optimism are ranged the unprecedented wage and 
salary claims, the effect of the turnover tax on the 
cost of living, the less profitable company results, and 
the import-export dichotomy. 

However, he specifically mentioned his right to 
contain demand pressures if necessary later, so — 
should his optimism prove misplaced — an autumn 
Budget 1s a probability. 


The Finance Bill 


T Finance Bill 1970, published last Tuesday, has 
proved to be not unexpectedly (but nevertheless 
commendably) brief. It consists in all of 37 sections and 
seven schedules, including formal provisions. 
Following the now established rule of quoting tax 
rates in percentages rather than shillings and pence, 
income tax fór 1970—71 remains at 41:25 per cent, and 
surtax rates for 1969—70 range from 10 to 50 per cent, 
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subject to. abatement where the'total income does not 
exceed £2,681. Corporation tax for 1969 is at 45 per 
cent. 'Tax relief for interest on money applied to pur- 
chase or improvement of land is extended to improve- 
ments of farm or market garden land, or of woodlands 
managed on a commercial basis with a view to the 
realization of profits. 

In the Customs and Excise part of the Bill, hover- 
craft are brought within the category of ‘ships in home 
waters’ for relief from fuel oil duty, and certain new 
provisions are introduced in regard to tobacco sub- 
stitutes and angostura bitters, which latter are now 
deemed to be neither spirits nor intoxicating drink. 
The final chapter of the Bill is devoted to exemptions 
and reliefs in respect of approved occupational pension 
and retirement benefit schemes. 

The Bill is published by the Stationery Office at - 


6s 6d (321). 


City School of Business Studies 


AS era opens for the City of London College 
tomorrow (Friday) when it becomes the School 
of Business Studies within the City of London Poly- 
technic. This is one of the new polytechnics. to be 
designated by the Secretary of State for Education and 
Science under the terms of the White Paper, A Plan for 
Polytechnics. 'The other constituent schools of the City 
Polytechnic will be formed from the Sir John Cass 
College (including its School of Art) and the Navigation 
School. 

Founded in 1848 as "The Metropolitan Evening 
Classes for Young Men', the City of London College 
has enjoyed Royal patronage since 1851. Following the 
destruction of its premises, equipment and records by 
enemy action during the Second World War, it was 
re-established in 1944 at Electra House, Moorgate, 
London EC2, formerly the headquarters of Cable and 
Wireless Ltd. It is currently providing courses for some 
1,700 full-time and over 6,500 part-time students. 

The College has enjoyed a long and continuous 
association with both the City of London and the 
accountancy profession. It was one of the 'earliest 
institutions to offer a CNAA Honours degree course in 
Business Studies, and ds unique in England in its 
provision of the B. A.(Honours) degree in accountancy. 
There is also a comparable degree in business law, 
and 1t 1s hoped to introduce shortly a Master's degree 
in that subject. 

Proposals to combine all the schools of the new 
Polytechnic under one roof have so far been frustrated 
by the difficulty of finding an appropriate site. For the 
foreseeable future, therefore, the newly-designated 


, School of Business Studies is to continue its work 


within the City of London. 

Dr Arthur Suddaby, M.SC., A.R.I.C., A.M.I.CHEM.E., 
has been appointed Provost of the new Polytechnic, and 
Mr A. Fawthrop, M.B.E., the present acting Principal 
of the City of London College, a Vice-Provost. 
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Questions in Parliament 
OMPLAINTS have been raised in the House of 


Commons from time to time about the number of 
Ministers in the Government, but there still comes the 
occasional request for new appointments. The latest, 
contained in a question by Mr Peter Blaker (Cons., 
Blackpool, South) is for a Minister of Statistics. He is to 
ask the Prime Minister next Thursday. to appoint a 
Minister to co-ordinate the publication of all statistics 
for which the Government is responsible, and to ensure 
that these are presented on a consistent basis. 

Meanwhile on Tuesday, The Minister of Housing 
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and Local Government will be asked by Mr Roy 
Roebuck (Lab., Harrow, East) to initiate talks with the 
Building Societies Association to reduce mortgage 
interest rates in the light of recent Bank rate reductions. 
Mr Roebuck and others also have a motion, urging this, 
on the Commons order paper. 

At question time on Monday, Mr Hugh Jenkins 
(Lab., Putney), will suggest to the Foreign Secretary 
the withdrawal of Britain’s application to join the 
Common Market on the grounds that under the Barre 
Plan for the Common Market, decisions on finance and 
economics and on social welfare and all other matters 
of expenditure, will have to be taken in Brussels. 





THIS IS MY LIFE 


Expert Advice! 


by An Industrious Accountant 


| managing director, adopting a Commissar- 
style approach when he wanted to know our 
forward policy for investing the pension plan's cash 
resources, had — as I recounted last week — caught me 


unawares. My answers, I admit, were something less 


than adequate. Unfortunately our stockbroker was 
equally nebulous when I bearded that particular lion 
in his den. 

We had all this money on seven-day loans, remunera- 
tive in interest but devoid of much future appreciation, 
I pointed out. We had this schedule of gilts and the 
other of equity holdings; the problem was, what next? 
Liquidate, or invest? Either way, which stock or stocks 
in particular? 

The lion smiled complacently as he glanced cursorily 
at the document I had placed before him. His den was 
gloomy, small and brown-pazelled, with masses of 
pink newspapers, buff files, and white circulars piled 
untidily on the desks. An untidy mind, as well as a 
fire hazard, I thought. Then my host started talking 
and there was no damming the flow. 

Our Government securities were well chosen and 
had been bought low, he mused; with gilts at 9$ per 
cent return, we could hardly ask for a better lock-up 
for, say, 30 per cent of the portfolio. Besides, they'd 
improve as Bank rate dropped . . . one couldn't be 
blamed for holding on. 

Of course, he checked himself, Bank rate was un- 
predictable. Look at Germany; look at the recession 
looming in the US! If the rate rose sharply we 
should convert, or indeed sell out and get into good 


industrials on the ground-floor. One couldn't be blamed 
for selective switching. 

Even an amateur like myself could appreciate his 
reasoning, especially as I'd read an article in 1dentical 
vein in the financial pages of my morning paper, so I 
urged him to forget gilts for the moment as we were 
committed by board resolution to keeping a moiety of 
fund in that category. Come down to cases; which 
equities would he recommend, and why? 

The broker looked slightly pained for a moment but 
he made silent, if obvious, allowance for my crudity 
and turned on the oratory again. Prices, one must 
understand, might be worse before they were better; 
markets were dull; one must accept with equanimity 
a possible fall before the boom period recommended. 
The darkest hour before the dawn, what? 

As regards policy, it was up to us to choose. We 
could invest in a small number of top-class items, thus 
minimizing paperwork, and forget them for ten years. 
Alternatively we could nominate a contact man to play 
the market, switching, converting, bulling the new 
issues, chasing every last fast buck. 

A via media seemed preferable, I felt, so he let his 
gaze wander down the document before him. Not 
banks; they'd been discounted in advance. Nor stores — 
SET uncertainties, and so on, y'know. Again, not 
Exe & Co, who'd just moved premises and were having 
teething troubles; not Why Ltd, whose chairman had 
joined a Government commission and the deputy was a 
second-rater; not Zedd . . . the grape-vine was buzzing 
with news of a Court case ° pending. 

Perhaps Abey Ltd who'd now got over that take- -over 
reconstruction, or Seedy & Co who he knew had spent 
a lot of time lately debugging their sales programme, 
OF ead , 

The ashtray was piled with cigarette ends, his 
fingers were table-top tapping, my head was aching. 
° Perhaps he'd better send us a full report in a few weeks' 
time, he suggested. Meantime there was no hurry . 
liquidity was our best policy. Which was hardly a a 
profound observation, as he well knew it was the line 
we'd been taking for the last six months. 
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The Association of Certified and Corporate Accountants 


President's Address 


at the Sixty-fifth Annual General Meeting 


N the course of his presidential address at the sixty-fifth 

annual general meeting of The Association of Certified 
and Corporate Accountants held in London on Tuesday of 
this week, Mr E. A. Lediard Smith, F.a.c.c.a., said: 

It is my duty as President of the Association to submit 
to you the report of the Council and the. accounts of 
the Association for the year 1969. It is also my pleasure 
to do so, since you will find that the report contains a 
number of items that we can only receive with approval 
and satisfaction, and very few tending to a contrary reaction. 

I must first refer, however, to the loss of two former 
members of Council who, to our great sorrow, have died 
since we last met. 

The first is Mr J. R. Norman, who died in October last 
at the age of 85 years. Most of you will remember the tall, 
elegant figure of Reg Norman, with the inevitable button- 
hole, at our annual general meetings. He was first elected 


to the Council in 1925 and at the time of his retirement was . 


by far its most senior member, having served for an 
unbroken period of 38 years. During that time he had been 
a member of all the standing committees and chairman of 
most of them. Indeed, he might well have occupied with 
distinction the highest offices in the Association, but it was 
not his wish to do so because he believed that he could 
best serve the Association in other ways. That, indeed, he 
did in the fullest measure and his special interest was always 
the welfare of students. Following his retirement in 1963, 
it was a source of pleasure and wonder to us to see how 
lightly the years lay upon him and how little they seemed to 
impair his physical agility and an appearance which for so 
long remained almost youthful. In expressing our appre- 
ciation of his long and valuable services to the Association 
we extend our sincerest sympathies to his two daughters. 

The second is Lord Latham, who died only five weeks 
ago at the age of 82. During the course of a long and 
distinguished public career Charles Latham exhibited rare 
qualities of ability and perseverance. 

But it is not with that aspect of his life that I wish to 
deal. It is a matter of record and nothing that I can say can 
improve or embellish it. Rather would I remind you of the 
outstanding services which he gave to our Association. 

He first qualified in 1918 and had therefore been a 
member of the Association for 52 years at the time of his 
death. For 21 of those years he was a member of our Council 
and served as President of the Association in three succes- 
sive years. He represented the Association on the Account- 
ants Joint Parliamentary Committee and the Accountants 


Co-ordinating Committee. He was also a member of the 
Accountancy Advisory Committee of the Board of Trade, 
which was a personal, and not a representative, appoint- 
ment. 

In 1966 as a tribute to his long and valuable services to 
the Association, a prize fund in his name was created to 
provide an award for the best paper on Advanced Costing 
at each examination. At the same time he was elected an 
honorary member of the Association. 

But his work for the Association started long before he 
was first elected to Council, for it was he who in 1922 
convened the meeting of members which led to the forma- 
tion of the London District Society, of which he became 
first President and to which office he was re-elected on 14 
successive occasions. 

No man ever believed more in the Association and what 
it stands for. He was one of its staunchest supporters and 
ablest defenders in those earlier days when ill-informed 
criticism and derogation of the Association were not un- 
known and the Association's later progress both in numbers 
and standing was a source of constant satisfaction to him. 

Charles Latham was one of that small band of men 
who fought for and helped to attain the position which 
the Association enjoys today and in expressing our 
appreciation of his valuable services to the Association, 
we extend our deepest sympathy to Lady Latham in her 
great loss. 


Finance 


The accounts for 1969 disclose a gross surplus which I 
think may be described as not unsatisfactory. I would like 
to add, however, that this is not fortuitous, but is the 
result of a good deal of careful husbandry. In fact, it is 
quite clear that had you not agreed to the modest increase 
in subscriptions that became effective on January Ist, 1969, 
there would have been a fairly substantial deficiency. For 
us, as for everyone else, the costs of administration con- 
tinue to increase — some of them in a way over which we 
have absolutely no control. Nevertheless we have been 
able to contain our expenditure, not perhaps in absolute 


‘terms, but at least to an extent reasonably consistent with 


our increased — and still increasing — activities, any undue 
restriction of which would be, in my view, not merely 
unwise, but even dangerous. 

I need hardly say that we shall continue to seek to do this, 
though it would be idle to pretend that the situation is ours 
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. tocontrol. Itis impossible to envisage what further increases 
in general administration costs lie before us, but you can 
at least rely on my personal assurance that we shall spare 
no effort to minimize them, subject only to the need to 
maintain our activities as a professional organization at the 
level which you are entitled to expect. 


Membership 


Nearly 5oo new members joined the Association last year. 
This is about the minimum necessary to maintain normal 
and healthy growth and accordingly we have no reason to 
congratulate ourselves excessively. We can at least say that 
we have lost no ground, though this is perhaps a slightly 
negative achievement when one bears in mind the very 
' large increase in the number of registered students. Such 
an increase should be reflected in membership after an 
interval of about five years and although that kind of 
movement is discernible, I am bound to confess that the 
rate of examination failure continues to give us anxiety. 

At the last examinations the figures were certainly very 
much better and this has naturally pleased us greatly. But 
experience warns us that these results can fluctuate a good 
deal and for no very obvious reason. Nevertheless, the 
results for 1969 do afford a good deal of encouragement to 
us and, I am sure, to our students. You will know that we 
have already spent a great deal of time in endeavouring to 
ascertain the reasons for our high failure rate and over the 
course of the last three examinations we have distributed 
to all those sitting a very detailed questionnaire designed to 
elicit information about methods of study, time spent on 
preparation, scholastic and academic background and other 
factors. It was. our intention to distribute three such 
questionnaires before attempting to assess the results and 
the last of them was sent out following the December 1969 
examinations. The resulting analyses are now being 
prepared and will, I can assure you, receive our most 
careful study. Certain sectional surveys already carried out 
appear to produce results which I can only describe as 
conflicting and puzzling in the extreme. But they present 
only part of the picture and we are still hopeful that the 
ful! survey may be not unprofitable. 

We continue to be accused of arbitrarily restricting the 
number of passes to some pre-ordained percentage which 
is applied irrespective of the students' actual performance. 
At the other end of the scale, so to speak, we are told by 
certain self-appointed advisers that we ought to maintain 
the pass rate at a particular and constant percentage irre- 
spective apparently of the performance of the students. 
Truly has it been said that there are situations in which 
you can never win and this appeurs to be a notable example 
of such a dilemma. I need hardly add, perhaps, that we do 
not — and will not — regulate our examination results by 
reference to any particular percentage of those sitting. 
Anyone who deserves to pass will pass without reference 
to any other criterion. 

It 1s only about three weeks ago that I returned from our 
annual week-end school for students at New College, Oxford. 
Mr Nelson, Mr Pakenham-Walsh and Mr Newport were 
also there and it is no exaggeration to say that we were 
delighted with the quality of the students and by their, 
obvious keenness and interest. They expressed, without 
exception, their appreciation of the opportunity of attending 
such a school and they proved this to us beyond any ques- 
tion by their energy and application during the course of a 
long week-end which must have been extremely exhausting 
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for them. Would that some of the regular students within 
the universities appreciated their opportunities to the same 
extent. 

As you know, we are indebted to Mr Dawes and the 
members of his Week-end School Committee for the 
organization of the school, as well as to the large number of 
lecturers assisting them. We greatly appreciate their 
labours, which I can assure you commence many months 
before the school actually takes place and to which they 
devote countless hours of their own time. They will tell 
you that the keeness and interest of the students themselves 
are the only form of thanks they require. I entirely accept 
this, but I would still like to take the opportunity of ex- 
pressing our warmest thanks to them for all that they do. 


Research 


The report of the Council details at some length the 
activities of our technical committees and I am sure that 
you will agree that they constitute a remarkable perform- 
ance. I do not wish to weary you with a repetition of what 
is already in the report, but I would like to make sure that 
you have a proper appreciation of what has been achieved. 
Eight new or revised publications within six months is an 
impressive performance by any standards, but this takes 
no account of participation in meetings of the allied 
accountancy bodies resulting in submissions to the Chan- 
cellor, the Revenue, the Board of Trade and elsewhere. If 
you have not already read this part of the report I recom- 
mend you to do so and you will feel — as I do — a real sense 
of gratitude to those who do this work. 

Because of the topical nature of the subject I am going to 
make special reference to our series of booklets on decimal 
currency. They are the work of our Decimal Currency 
Committee and the last three booklets have been pro- 
duced in a very short space of time. 'T'his has meant a lot 
of concentrated work and we thank the members of this 
committee — as of the other technical committees — for their 
dedication and for the sacrifice of their personal leisure 
which they so cheerfully make for the sake of the Asso- 
ciation. But let us not forget that it is possible to work a 
willing horse to death and we are urgently in need of other 
members who will volunteer to assist us in the technical 
field. At the same time, however, I think I ought to add 
that the level of expertise expected is considerable and must 
be kept so if we are to continue to produce technical work 
of the same high quality as in the past. | 


The future of the profession 


You will have read in the annual report what is said con- 
cerning the future of the profession and you will therefore 
know that in June next all six of the participating bodies 
propose to hold special meetings at which the terms of an 
Integration agreement will be submitted for their approval 
and at which the Councils of those bodies will seek authority 
to take all such steps as remain necessary to enable the 
unification proposals to become effective. Our own meeting 
will be held in London on June Zoch and I hope that as 
many members of the Association as possible will be present 
on what may well prove to be an historic occasion. 

To that there is very little that I can add except to say 
that the necessary documentation will be sent to you quite 
soon. I should perhaps warn you that it is bound to be 
somewhat voluminous, but I can assure you that it will 
amply reward your most careful study. It represents the 
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culmination of ñegotiations which have been very detailed 
and protracted, but which have at all times been conducted 
with the greatest possible amity and in a spirit which has 
always been both understanding and sympathetic. I would 
hesitate to hazard a guess at the number of hours which 
have been so consumed. but to those of us who have taken 
part it has been a duty of dedication to what we believe is 
in the best Interest of the profession and we all look forward 
now to a satisfactory outcome. In particular, I would ask 
that members at least take the trouble to express a view on 
the proposals. It is perhaps too much to expect that you 
will all agree with us, but please do record your view by 
returning in good time the proxy card that will accompany 
the notice of meeting. It is a matter which transcends in 
importance any other decision which members have ever 
been called on to make. 


The Budget 


In recent years one has become accustomed to Budgets 
which can perhaps be placed into one of two classes, 
namely the unhappy event and the non-event. Mr Jenkins's 
recent Budget can be seen to fall quite clearly into the latter 
class, and perhaps we should be thankful for this small 
mercy. 

This Budget has been hailed by the Chancellor as an 
important, if prudent, reduction in taxation. I hope that I 
shall not be thought to carp if I point to the announcement 
a week or so earlier of an increase of rs per man in the 
employer's national insurance contribution, which is a 
very real form of taxation whatever governments may 
choose to call it. Perhaps it would be unkind of me also to 
draw attention. to the swingeing increase in telephone 
charges at about. the same time, as well as to the rise in 
postal rates for which we are being prepared. It will be 
objected, of course, that these increases.are not increases 
in taxation, but they are made by a nationally-owned 
corporation, apparently to finance its flagging capital pro- 
` gramme. This is a clear alternative to finance from public 
funds through taxation and many people will see little 
difference in the overall picture. 

What of the reductions themselves? They are directed at 
the lower end of the income scale, so that a single man with 
£325 of earned income after deducting earned income 
relief, or earning gross about £8 per week, will now pay 
nothing where previously he paid Zar. One does not 
grudge this reduction, but it is pertinent to ask who this 
man 1$ likely to be, and I suggest that he will probably be a 
young man at the beginning of his career, with few responsi- 
bilities. Young people in this position are among that sec- 
tion of the community whose consumer spending is highest, 
whereas the proposals do virtually nothing for those in the 
middle income groups with family and other responsibilities, 
who have been hardest hit by the continual rise in prices. 

'The adjustment to surtax too, while welcome, is in essence 
trivial, and seems likely to do little or nothing to provide 
additional incentive to management. 

The reduction in Bank rate is also welcome, but while 
high Bank rates have presented many difficulties, the real 
problems arise from the severe restrictions on the banks' 
ability to grant credit. This amounts in truth to drastic 
restrictions on private and business spending, while 
Government expenditure continues at a high and increasing 
level. It is not unfair to say that this squeeze on the private 
sector is maintained in order to make that level of public 
spending possible, but it has not been without very serious 
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results. For example, only a few days before the Budget, 
the well-known Scottish construction company responsible 
for the building of the Tay Bridge and many other import- 
ant projects was placed in liquidation by reason of a crisis of 
cash resources. Nor is it too much to say that large areas of 
the entire building industry are in a state of chaos for 
similar reasons. i 

It may be that the measures of restriction to which I have 
alluded have produced an improvement in our balance of 
payments, but I suggest that this could also have been 
achieved by a different pattern of Government spending. 
This, however, would obviously require changes of policy 
which the present Government cannot contemplate, and 
the room for manœuvre open to the Chancellor was there- 
fore very restricted. 

On the whole it is perhaps not surprising that the Budget 
news was completely overshadowed by news of the Apollo 
13 mission. This was certainly full of the tension of a 
great human drama and one almost feels that it bore nearly 
as much relevance to this country’s real problems as Mr 
Jenkins’s Budget proposals. 
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President to meet his many responsibilities. I would, 
therefore, like them to know how very much my wife and 
I have appreciated their services and those of the rest of our 
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. Accounting Recommendations 


T recent Statement of Intent cn Accounting 
Standards in the 1970s issued by the Council of 
The Institute of Chartered Accountants in England 
and Wales has been widely welcomed by all who are 
concerned with the improved presentation of published 
business accounts and the elimination: of areas of 
difference and variety in accounting practice, where 
such variety does not result from essentially different 
situations. At the same time, however, the Council 
has incurred criticism in that it still prodoses to allow 
departures from its future definitions of standard, as 
long as such divergencies are disclosed in the accounts 
or by way of note thereto. 

^. Recent experience has alerted public awareness in a 
higher degree to the effect of different practices of 
accountants on the reported profits of companies. 
Rolls-Royce Ltd has increased profits markedly by 
changing its policy on the allocation of research and 
development costs; the forecast profits of AEI Ltd 
were turned into a reported loss after its take-over by 
GEC Ltd, partly by the application of di£erent criteria 
to stock valuation and provisions necessary on con- 
tracts; Fisons Ltd increased its 1969 reported profits 
by over £500,000 by changing the basis of depreciation 
of 1ts fixed assets. Doubts are cast on profit forecasts 
prepared with the aid of reputable firms of professional 
accountants in headlined take-over bids. On top of this, 
there is continued questioning of the -eliability of 
accounts prepared on historical monetary bases in an 
age of continued currency debasement. 

It is little wonder that voices are raised calling for the 
imposition by the Institute of clear instructions, 
allowing of no exceptions, as to accountancy standards. 
Leaving aside the practicality of enforcement, it would 
seem to the writer that an'over-strong reaction to 
current shortcomings could do harm. 

Inan article in The Accountant of October roth, 1953, 
Processor W. T. Baxter, B.COM., C.A., expressed the 
viewpoint that official recommendations are not 
necessarily an unmixed blessing, and that if they seek 
to make definitive pronouncements on matters of theory 
they run the risk of stultifying developments in such 
theory, resulting in positive harm. Has the viewpoint 
expressed by Professor Baxter been justined by the 
experience of the years which have passed since the 
particular article was written? In the case of certain 
leading recommendations which have impmged upon 
matters of theory, this would certainly seem, to have 


Need for an Open Approach 


by A. E. W. LAUGHARNE, B.A., F.C.A. 


been the case. An examination of the following 
recommendations 1s illustrative. | 

'The effect of Recommendation o has been to rigidify 
the application of depreciation charges of firms in a 
manner not in accord with developing theory. The 
theoretical concept is that profit can only be cal- 
culated after making full provision for the maintenance 
of capital, and that capital is measured by the potential 
future earning power of the constituted assets in real 
terms. This is a concept which 1s concerned with the 
future rather than with the past. The recommendation, 
in stressing that ‘depreciation represents that part of 
the cost of a fixed asset to its owner which is not 
recoverable when the asset is finally put out of use 
by him', opted for a backward looking view of fixed 
asset depreciation. | 

The result of this rigidity has not been a purely 
academic one. At the time of the formulation of the 
recommendation, the problem of inflation was possibly 
regarded as temporary. Unfortunately, however, the 
main rationale of Recommendation 9 as further 
exemplified in Recommendations 12 and r5 bas 
resulted in historical depreciation continuing to be 
the standard method during a period of 25 years of | 
steady inflation. 


'Capital maintenance' concept 
Quite clearly, the ‘capital maintenance’ concept 
would have resulted in a more suitable approach, i.e., 
through some form of replacement cost or index 
method charge for depreciation. By the very necessities 
of the situation, the Institute later (in Recommendation 
15) stressed that prudence demanded the advisability 
of firms putting part of their profits to reserve where 
the replacement cost of their fixed assets was rising. 
lhis was tantamount to admitting that not all of the 
profit after charging depreciation on the basis of 
Recommendation 9 was really profit at all, seeing that 
it could not be regarded as available for distribution. 
However, no firm guidelines were given as to the 
calculation of the extra amount needing to be retained, 
and to this extent the profession abdicated its responsi- 
bility. Indeed, in respect of these extra retentions one 
wonders whether firms sometimes reverted toʻa long 
discarded view of depreciation — that one placed sums 
to this reserve according to the profits available in any 
particular year after providing for normal level of 
dividends. It is worth remarking that the Association 
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of Certified and Corporate Accountants in a memo- 
randum issued in 1953 and in their previous publica- 
tion Accounting for Inflation, reached a different 
conclusion from the Institute, viz. that it was both 
desirable and practicable to charge for depreciation 
on a replacement cost basis. 

Two further matters might be mentioned in review- 
ing this recommendation in the light of later experience. 


Freehold and leasehold property 


The suggestion of the recommendation that historical 
cost should normally form the basis of depreciation 
and valuation of these assets has proved unworkable in 
practice. It is worth while reflecting on the theoretical 
reason for this. Such properties have often risen 
markedly in value, not merely as a result of inflation, 
but in addition as a reflection of the increased oppor- 
tunity cost of such scarce assets in larger and more 
prosperous communities. In consenting to revaluations 
of such assets, the accountant is in fact moving from a 
consideration of value based on historical cost to one 
based on future income potential. 


Interest and depreciation 


Since Recommendation 9 was issued, the accountant 
has as a matter of practical necessity, been increasingly 


concerned with the effect of interest computations in- 


dealing with, for instance, capital investment problems. 
Quite clearly, an important consideration in investment 
in fixed assets 1s the cost in interest terms. Yet the 
recommendation dismisses the need for a proper 
spreading of the interest cost, on the ground that ‘it is 
not prudent to place reliance upon the accrual of 
additional earnings to the extent required’, Surely 
the proper allocation of cost does not depend on there 
being availability of earnings to cover it! 


Treatment of stock-in-trade and 
work in progress 


The underlying doctrine which is assumed throughout 
discussion on this topic is that of 'conservatism'. As a 
natural corollary of this, stock is in the main not to be 
valued above cost, and profit is not to be taken before 
it is realized. To quote a paragraph of Recommendation 
22 —‘A profit should not be anticipated but provision 
should be made to the full extent of expected losses'. 
The logic of this doctrine may be admirable as a 
development of stewardship accounting, but a greater 
emphasis on realism might be welcome when con- 
sidering the use of accounts as a record of economic 
progress and management ability. 

The result of the above approach is that stock is 
likely to. be considerably understated when compared 
with a theoretical ideal resulting from an opportunity 
cost concept. There are at least three factors tending 
in this direction: 


Profit anticipation 
This is not to be countenanced other than in the case 
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of long-term contracts, or im certain specified trades. 
For the rest, the traditional concept that the profit 


results from the sale is to be the rule. For many 


modern industrial firms, however, the ‘contribution 
they make to the economy, whether measured in time 
or cost, is much more a matter of production than of 
sale. The reward of the total contribution to the 
economic process is the profit earned. Is it not un- 
realistic to allow no profit to be taken on finished stock, 
even where assured markets exist for such products? 


Use of replacement cost 


Replacement cost of raw materials is a good practical ` 
indication of opportunity cost, and its use would thus 
seem desirable. The recommendation, however, does 
not allow its use if a higher figure obtains than that of 
original cost, which is much more likely to be the case 
in present circumstances. 


Aggregation of items for comparison of cost with net 
realizable values 

The recommendation advocates that where stocks are 
considerable in quantity, comparison of cost with 
anticipated realizable values should be on an individual 
or category basis; this prevents the balancing of ‘fore- 
seeable losses’ against ‘unrealized profits’ and would 
thus again tilt values in a conservative direction, 


Accounting in relation to changes in the 


purchasing power of money 


The effect of an Institute recommendation on practice 
is seen most clearly in the matters treated of in Recom- 
mendation 15 (looked at in conjunction with Recom- 
mendation 12). Despite the encouragement in the 
recommendation of ‘experiments’ in measuring the 
effect on profits of changing price levels, to be shown 
in subsidiary statements, little has been done in 
practice in this direction. 

Again, the principle that profit is measured by the 
increase of real capital of a business has been side- 
stepped, this time by the development of the concept 
of ‘monetary profit’. This latter idea is admittedly 
different from economic profit, but is more capable of 
being measured objectively. Objectivity is a desirable 
quality for the accountant engaged in practice. How- 
ever, this recommendation seems to weight its argu- 
ments unduly in favour of measurement methods which 
are both objective and do not present problems of 
book-keeping record. Thus replacement methods of 
depreciation are rejected because of the subjective 
element in gauging replacement cost and also the 
problem of dealing with the excess of accumulated 
depreciation provisions over original cost. The current 
value method is also criticized for, among other things, 
not being amenable to a neat book-keeping solution. 

Unfortunately, the monetary profit concept has no 
theoretical basis and is really an arbitrary figure which 
may turn out differently for firms of comparable 
performance, according to their particular ‘mix’ -of 
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currency of different periods in any given year. 

In fact, there has been development in theory during 
the intervening years. For instance, the index method 
developed in L. A. Wilk’s Accounting for Inflation 
(Sweet & Maxwell, 1960) is theoretically sound, 
simple to operate and capable of objective practical 
application. The objection of Recommendation 15 that 
a general index may be inappropriate because, ‘prices 
do not move uniformly for all articlés and commodities’, 
seems unrealistic if the alternative adopted is the 
assumption that prices do not move at all. However, 
the fact remains that in an era when the intelligent 
layman has become used to Government expenditure 
estimates, levels of salaries, values of savings, etc., being 
compared and set forth in real as well as in monetary 
terms, the accountancy profession has made little pro- 
gress in accounting for the fact of inflation. 
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Conclusions 


The purpose of the above observations has not been to 
present a comprehensive critique of the particular 
recommendations themselves. Such a review would 
obviously require very much more space. Rather, this 
article has the much more limited object of attempting 
to show that a ‘closed’ view of accounting standards can 
defeat the object of a continual improvement in the 
quality of the information in published accounts. If this 
object is to be achieved, we must be willing to learn 
from the experience of the implementation of past 
recommendations. It would certainly seem to be a safe- 
guard that individual accountants should be able to 
diverge from laid-down standards, where they are 
convinced that to do so better facilitates the presenta- 


' tion of a true and fair view, and as long as such depar- 


tures from standard are fully disclosed and SE 





Current Law 





Arbitration: conflict of laws 


HE judgment of the Court of Appeal in Whitworth 
Street Estates (Manchester) Lid v. James Miller & 
Partners and Another ([1969] 2 AU ER 210: The Accountant, 
July 12th, 1969) has been reversed by the House of Lords. 
In a reserved judgment, their lordships unanimously 
agreed that it was not proper in construing a contract to 
have regard to the subsequent conduct.of the parties. The 
reference to arbitration ‘under the Arbitration Act 1950’ 
wes not an acceptance of English law. The arbiter (to use 
the Scottish term) made clear at the outset his intenticn to 
conduct the arbitration in accordance with Scottish pro- 
cedure, and the parties had submitted to this. The arbiter’s 
actions were inconsistent with ‘the exercise of powers of 
direction and control by the English Courts. 
. Three members of the Court found that the use of the 
standard RIBA form of contract showed an intention that 
English. law was the proper | law of the contract. However, 
in procedural as distinct from substantive matters it is the 
lex fori — in this case, Scottish law — which is.appropr:ate. 


. James Miller & Partners Ltd v. Whitworth Street Estates 
(Manchester) Ltd ([1970] 1 All ER 796). 


Comines Removal of Director 
E decision of the Court of Appeal in Bushell v. Faith 
(The Accountant, August 30th, 1969), has been upheld, 
by a four-to-one majority, in the House of Lords, Lord 


Reid observing that the practice of giving special voting 
rights to a particular class of shares was recognized in 
Article 2 of Table A of the Companies Act i 
([1970] 114 SJ 54). 


3 


Company: : creation of legal charge 
whilst struck off register 


LTD, incorporated in 1963, was struck off iie jode) 
on October 28th, 1969, after failing (2) to file annual 
returns for 1966-67, and (b) to notify the registrar of a 
change of address. These omissions were the fault of the 
company secretary. On December 12th, 1969, the company 
purported to create a legal charge on one of its properties: 
particulars were presented for registration under section 98 
of the Companies Act 1948 but were rejected on the ground 
that the company was no longer in existence. The company 
applied to the Chancery Division of the High Court 
(Pennycuick, J) for restoration to the register under 
section 353 (6) and for an order that the legal charge should 
be retrospectively treated as having been duly created and 
registered. 
On the authority of Tyman’s Lid v. Craven ([1952] 


2 QB roo), the Court made such a retrospective order. 


On the evidence the company was solvent, no further 
charge had been created and no one would be prejudiced 
by the order. 


In re Boxco d ([1970] 114 SJ 262: The Tiines, March 
17th, 1970). 


Company: expulsion of members: 


HE articles of the National Association: for Mental 

Health, a company limited by guarantee, included a 
provision for cessation of membership by resolution of the 
council. Acting under this power, the council purported to 
expel 302 persons who were reasonably believed to be 
^scientologists'. These persons sought a declaration that they 
were still members, alleging both that the relevant article 


-was void as conflicting with the requirements of natural 


justice and that it had been. applied without regard to 
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‘ natural justice, in particular without giving them a hearing. 
In the Chancery Division, Megarry, J, refused to grant 
such a declaration. The evidence appeared to afford no 
real support for the first contention, and in the present case 
there were reasons for excluding any implication that the 
rules of natural justice had to be complied with. The 
association was a legal entity distinct from its members, 
and its council had a duty to exercise their powers in what 
they bona fide believed to be the corporation's interests. 


Gaiman v. National Association for . Mental Health 
([197o0] 120 NL] 316: The Times, March 26th, 1970). 


Grounds for winding up 


ECTION 222 (f) of the Companies Act 1948 provides 

for the compulsory winding up of a company ‘if the 
Court is of opinion that it is just and equitable that the 
company should be wound up’. Two brothers, Brian and 
Tan, each held 499 out of 1,000 shares in a family company 
and their wives one share each. The two brothers were its 
sole directors. Ian was also chairman of the company, thus 
having a casting vote at meetings, and was responsible for 
its day-to-day management. A dispute arose and Brian 
presented a petition under section 222 (f), alleging that 
the company was in substance a partnership, and that by 
reason of certain specified acts there was such a lack of 
confidence between lan and himself as would justify 
dissolving a partnership. It was therefore just and equit- 
.able, following Re Yenidje Tobacco Co Ltd ([1916] 2 Ch. 
426) and Re Lundie Bros Ltd ([1965] 2 All ER 692), for 
the company to be wound up. 

In a reserved judgment, Megarry, J, in the Chancery 
Division pointed out that section 222 (f) is in the present 
tense, and therefore a winding-up order under this head 
must be based ‘on subsisting facts and not on past history’. 
In the present case the major heads of complaint, to the 
extent that they were substantiated in evidence, had been 
either adequately explained or withdrawn, and the matters 
remaining did not justify-such a lack of mutual confidence 
as would support a winding-up order. 


Re Fildes Bros Lid ([1970] 1 All ER 923). 


Hotchpot: partial intestacy 


HE testator died on May 25th, 1949, leaving his 

residuary estate upon trust in equal shares to his son 
and daughter for life, and thereafter equally to such of 
their children who might attain the age of 21 years or 
previously marry. The daughter died on September roth, 
1960, leaving three children all over 21 years of age, and 
the trustees made interim distributions from the daughter's 
half-share of the trust fund to her children. The son died 
on April 28th, 1967, without qualifying issue. The trustees 
took out a summons to determine how, on a true construc- 
tion of the will and of sections 47 (1) and 49 (1) of the 
Administration of Estates Act 1925, the trust funds should 
‘be accounted for. 

In the Chancery Division, Pennycuick, J, held that on 
failure of the reversion upon the son's death his half-share . 
of the fund was undisposed of by the original testator’s 
will: it did not pass to the daughter's children, but de- 
volved as upon -a partial intestacy. Sections 47 and 45 
required a person entitled on a partial intestacy to bring 
into account beneficial interests arising under the will: in 
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the present case, as affecting the daughter and her three 
children, this amounted to one-half of the capital of the 
residuary estate. 


In re Grover’s Will Trusts: National Provincial E Ltd 
v. Clarke and others ({1970] 114 S] 207). 


Liquidation: costs of winding up 


LTD was wound up by order of the Court, having 
assets of £4,744 and liabilities of £33,031. These 
included a preferential claim from the bank for £3,162 in 
respect of money advanced for wages and secured by a 
floating charge on the whole of the company’s assets; and 
other preferential creditors of £2,161. A firm of chartered 
accountants claimed {202 for preparation of the statement 
of affairs, in priority to preferential creditors and the 
floating charge. . 

The Court of Appeal unanimously upheld the account- 
ants’ claim. It was clear from section 319 (6) of the Com- 
panies Act 1948 that the costs and expenses of winding up 
came first, before the preferential debts and the floating 
charge. 


In re Barleycorn Enterprises Ltd: Matthias & .Davies. v. 
Down (I1970] 114 SJ 187). 


Provisional liquidator: lease not 
disclaimed 


WINDING-UP order was made against a company 

on June 7th, 1962, on a creditor’s petition; and 
following an inconclusive first meeting of creditors, the 
official receiver was appointed provisional liquidator. The 
company’s assets included a lease of its factory premises, 
and on July 28th valuers advised that the most advan- 
tageous way of realizing the assets would be to retain the 
lease until all the plant and machinery in the factory had 
been disposed of. 

The sale of plant and machinery was completed by 
November rst. Meanwhile, on September 14th, the land- 
lords had served the provisional liquidator with a notice 
under section 323 (4) of the Companies Act 1948 requiring 
him to elect whether or not to disclaim the lease. The 
Official Receiver was appointed liquidator on October 12th 
and the landlords' notice expired on the following day 
without any action being taken upon it (so that the right of 
disclaimer under this section had been lost). The landlords 
accepted a surrender of the lease on November 19th, and 
subsequently claimed (zn£er alia) the quarterly payments of 
rent due on March 25th, June 24th and September 29th, 
1962, as part of the expenses of the liquidation. . 

In the Chancery Division, Plowman, J, held that the 
test of liability for payment in full of rent accrued since the 
winding-up was whether the liquidator had retained 
possession 'for the convenience of the winding-up'. In the 
present case the Official Receiver had taken advice on the 
best method of realizing the assets and had directed his 
tactics accordingly, and thereafter he had retained the 
lease for the benefit of the liquidation. The word 'pro- 
visional' appeared to qualify the liquidator's tenure of 
"office rather than his powers. The landlords should be 
allowed payment of rent in full from the end of July until 


the surrender on November roth. 


In re ABC COMPTE e a aaah i Co Lid (No. 3) Meis 
114.8] 221 
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Continuously Contemporary Accounting 


Te ‘varieties’ of accounting we have considered 
are all based on one or two reasonable or plausible 
grounds. Historical cost accounting is held to give an 
. account of what has been done with the funds which 
became available to a firm or its managers. Price level 
acjusted accounting, it is claimed, takes account of the 
necessity, if money sums are to be added, of expressing 
all those sums in units of similar purchasing power. 
Replacement price accounting, it is claimed, takes 
account of current prices and of the desirability of 
calculating income by reference to the maintenance of 
capital in some sense. Present (or discounted) value 
accounting, it is said, is forward-looking and for that 
reason is closely related to decision-making. 

These claims, as we said, are all plausible. But if we 
accept them ail as plausible, then none of the varieties 
of accounting meets all the criteria. Historical cost 
accounting, for example, entails the addition of sums 
of money paid or received at different times when the 
purchasing power of the pound was not the same. 
Replacement price accounting does not give steward- 


ship accounts in the same sense as historical cost. 


accounting; neither does present value accounting. 
The reader may make other such contrasts. 

It would be valuable to have a variety of accounting 
which is both backward-looking and forward-looking; 
which yields a basis both for judgements of stewardship 
(and generally of past performance), and for judgements 
about future prospects; which avoids, or somehow 
copes with, the problems both of changing prices and 
changes in the purchasing power of money; which 
represents results and financial position in a way 
which is fair to all readers of financial statements. We 
claim that a variety of accounting which we have 
called continuously contemporary accounting meets 
all these requirements as far as they can be met. 


Features of the system 
Monetary accounts 


Ovér a very large range of accounting entries this 
system is no different from conventional accounting. 
All transactions of which at least one-half of the double 
entry relates to cash, amounts: payable or amounts 
receivable, will be recorded initially in the same way. 


by R. J. CHAMBERS 
Professor of Accounting, University of Sydney 


This covers all usual transactions between the firm 
as such and the outside world. All operations on cash 
accounts, debtors' accounts and creditors! accounts 
(long- or short-term) will be exactly the same as they 
are now. The propriety of this will be obvious, for in 
relation to outsiders the firm is bound to the monetary 
amounts, payable or receivable, for which it has 
contracted. Whether prices or price-levels subse- 
quently go up or down, the money amount of a debt 
or claim is fixed in the ordinary course of events. 


Inventories 


For inventory or goods accounts the initial entries will 
be the prices paid. These entries will be the ‘other’: 
halves of entries in cash-book or creditors’ accounts. 
Now, whenever the price of a good or service used by a 
firm rises or falls, its management must do its reckoning 
in terms of the new price. It must do so whether rises 
in selling prices, switches in factor inputs, changes in 
product composition or any other possibility is being 
considered. And it must do so because it cannot know 
how soon its competitors will respond to the same 
change in input prices which it has experienced. If 
a firm’s management must do its reckoning in this 
way, its accounts should contain figures which are 
appropriate to this reckoning. To bring about this 
effect, the recorded unit price of any goods on hand 
will be changed whenever a change occurs in the 
purchase price. The value of the balance of the goods 
account will be increased if the unit price has risen; 
there will be a corresponding credit to a price variation 
account. Downwards movements in prices will give 
rise to similar but opposite kinds of entries. 

The entries may be illustrated. Suppose the balance 
of a certain material in stock consists of roo units at Ir 
each, and that the firm buys another 50 units at 22$ 
each. The value of the 100 units in stock will be 
raised to 22s per unit. The balance of the materials 


account wil be 150 units at 22s per unit. And the 


credit to the price variation account will be {10 (100 
units at 2s each). Notice that all units of stock are then 
at the same price, an actual current price; and that this 
is more sensible than carrying the materials at two 
different prices when they are the same materials. 

At the end of the year we want to. know how the 


£ 
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firm stands financially in relation to the rest of the 
community. Howa firm stands is given by the equivalent 


in money of what it holds, that is, the selling prices of ` 


its assets separately. We must therefore find the selling 
- prices of its stock of goods. For those goods which can 
be sold the firm already has a price list. Some may be 
unsaleable, particularly some work in progress; but for 
any goods for which a market price can be found, that 
price will be the present money equivalent per unit. 
A schedule of all goods on hand giving their resale 
prices in their present condition will be compiled. If 
the sum of these prices exceeds the total book value 
of the stock at current purchase prices (see previous 
paragraph) the excess will be credited to the price 
variation account, and the amount shown in the schedule 
at resale prices will be shown as the amount of the 
assets. If the book value exceeds the amount of the 
resale price schedule, the latter will still be shown as 
the amount of the assets, but the price variation 
account will be debited the difference. 

A refinement of the process is possible. An account 
styled purchase price variation account may be used 
to carry the adjustments due to changes in purchase 
prices. The closing adjustment mentioned in the 
. previous paragraph may be shown in a resale price 
valuation account. The refinement identifies the two 
kinds of adjustment. It may be useful, for the two 
adjustments arise from quite different kinds of cause. 


Profit and loss account 


During the year the goods account will have been 
credited with the current recorded cost of the goods 
sold; the profit and loss account will have been debited 
like amounts. T'he profit and loss account will have been 
credited the amounts charged to customers or the cash 
received from sales. The balances of the price variation 
account or accounts will also be brought into the 
profit and loss account. The balance of the account at 
this stage we will simply call ‘increment’. 

One other thing will have been happening during the 
year. The purchasing power of the pound will have been 
changing. We cannot take account of this from day to 
day, or even monthly. And as daily business is done 
in terms of prices as they are quoted, it is not necessary 
to take account of changes in purchasing power very 
often. But at the end of the year account should be 
taken of it. Otherwise we may suppose that the firm 
has become better off, in terms of what can be bought 
generally, than in fact it has become. 

We can make allowance for the change in purchasing 
power very easily, provided that the opening and 
closing prices used in valuing assets (other than 
monetary assets) are prices ruling at opening and 
closing dates. Suppose a general price index stood at 
100 on January Ist (#,) and 110 on December 31st (t.).* 
Every pound (£o) represented in the balance sheet at 
January Ist is equal in purchasing power to 1-10 of the 
pounds used in the balance sheet at December 31st. 
Using the notation we introduced in the first article 
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of this series (February 26th issue), Zeiss iro. 
The profit of a year is the amount by which the firm 
is better off at the end than it was at the beginning of 
the year. But we cannot discover this if the opening 
and closing amounts of the owners’ equity are ex- 
pressed in pounds -of different purchasing power. 
Suppose we express the opening equity in pounds of 
the closing date; that is to say, we add, to the original 
number, 1o per cent of it in the present case. Deducting 
the amount of this 10 per cent from the balance of the 
profit and loss account (the increment) so far cal- 
culated, we will obtain the net income in fı. And 
crediting the same amount to a capital maintenance 
adjustment, which will be part of the owners' equity 
accounts, we will have an amount for owners' equity, 
expressed in £,, which is equal in purchasing power 
to the original owners’ equity expressed in £e. The 
balance of net income and all other balances in the 
balance sheet will be in fi, and it is therefore quite 
proper to add, subtract or calculate ratios or per- 
centages for any of them. 


Symbolic demonstration 


We may represent the system symbolically as follows: 


Let £, and £i represent pounds of the purchasing 
power of the pound at the dates £, and 7, re- 
spectively, the opening and closing dates of an 
accounting period. 


Let £M. and LAM, represent the amounts of the 
net monetary assets of the firm at the two dates. 
Net monetary assets are cash balances and 
accounts receivable, net of accounts payable. 
M, and M, are two different numbers in the 
usual case. ` 


Let £N. and LN, represent the amounts of the 
non-monetary assets at the two dates. They are 
the sums of the resale prices of all assets other than 
monetary assets. 


Let £ R, and LR, be the amounts of the owners’ 
or shareholders’ equity in the net assets of the 
firm at the two dates. 


Now, the balance sheets of the firm at the two dates 

may be shown thus: 
at £o, Leet N = £ l, 
at t, £4M,-- £N, £ R. 

The amounts on the left-hand sides of these equa- 
tions are derived by actually checking the quantities: 
of assets and liabilities, and using the resale prices of 
non-monetary assets. They are factual statements at 
the dates to which they relate. We want to find what the 
profit of the year is. 

Let p be the proportionate change in the general 
level of prices during the year, expressed as a 
decimal fraction (such as :xo, where the price 
index has risen by xo per cent). 

We may then write £ í = £i(14-p). 

At the end of the year the only pounds in circulation 
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and the only pounds in which prices are then expressed 
are f. We can write the balance sheet at t, in terms of 
£. by using the relationship Zut = (r+), thus: 


at to £iM (i 4-p)-- £AN (12-5) = CRdiLn 


And as we have said above 


at /, f M +f N = LR: 
These two equations are all in terms of £,. We can 
therefore subtract the right-hand sides, at t, from 2, to 
obtain the net profit, thus: | 


Net profit = £,R,— 4 .Ré(14-p) 
=£(Ri—Ro—- Rf) 


And we can represent the owners’ equity at £, thus: 


Opening balance T ; Ro Le., 
Capital maintenance adjustment 0 Rob LR o (I +) 


Profit of the year . £ (1 — R Rap) 
£a 


T'otal closing owners' equity .. 


Now what should happen if we accumulate entries of 
transactions in the books of account during a year, if 
we incorporate the price variations in the manner 
described earlier and if changes in the purchasing 
power of the £ are occurring slowly during the year? 
We cannot keep track of £s with a whole series of 
different purchasing powers. We keep the daily records 
only in terms of numbers of £s regardless of their 
purchasing power. We could keep the whole year's 
records in the same way as they are now kept, if we 
wished, provided only that the opening and closing 
balances were correct 1n terms both of quantities and 
the unit prices then prevailing. But in this case the 
account balances would not be continuously consistent 
with current prices during the year. We mention the 
possibility, however, simply to show that if we know 
the kinds of figures we need at the year's end, and if 
we obtain them from observations independently of 
the book balances (correcting the book balances where 
necessary), no major change need be made in day-to- 
day book-keeping. The critical differences between 
this system and traditional accounting are the unit 
selling prices used at balance dates and the simple 
calculation of the capital maintenance adjustment. 


Durables and depreciation 


We have spoken of ‘goods’ throughout, making no 
reference to durable goods such as plant which de- 
preciates. Ín essence, depreciation is just another 
kind of price variation. If the resale price of a machine 
falls in a period through its use and obsolescence, the 
amount of the fall is the depreciation. It seems to some 
people that this is a curious idea of depreciation; 
especially to those who think depreciation occurs in 
some regular fashion such as may be represented by a 
straight line or a curve. But depreciation does not 
occur in regular fashion; the most obvious evidence is 
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' the frequency with which ‘book’ surpluses or deficits 


occur on the sale of plant, and the frequency with 
which assets survive long after the asset has been 
written off according to a ‘regular’ pattern. Some may 
object, on the other hand, on the ground that prices 
are not available for all assets in all conditions. But 
there are many more sources of information on second- 
hand prices than those people imagine. And if a good 
is not saleable, it has no present financial characteristic, 
even though it is expected to assist in the earning of 
future income. 

There may be some difficulties in respect: of some 
assets. But if the system meets many of the tests 
which an accounting system is required to meet, we 
do have a clear idea of the kinds of figures which it 
must yield. Accountants may then quite properly use 
their judgements in approximating resale prices from 


_ other price information. To attempt to do what yields 


a useful and usable result is far better than producing, 
by routine, figures which are nothing like what is 
useful and usable. 


Some objections answered 


Some object to the system on the ground that, to use 
current resale prices in respect of durable assets, 
implies that it is intended to sell them. Of course it 
does not. A shareholder can look at the buyer’s quo- 
tation for his shares day after day without any intention 
of selling them on a particular day. He simply wants 
to know how his investment stands. A car owner or 
home owner may do likewise for the same reason. If 
any of these persons concludes at some time that he 
will be better off by taking the price offered and doing 
something else with it, he will do so then. But watching 
one’s position, like watching the financial position of a 
firm, is preparing oneself for what one might do when 
better opportunities arise. No other kind of infor- 
mation is equally serviceable for this purpose. 

Others may object on the ground that the mere 
discovery of a resale price does not guarantee that that 
price will be obtained if the good is sold at the time. 
It is not the intention of the system to predict with a 


. high degree of accuracy what would be obtained if any 


good were sold. The intended function of the balance 
sheet is to provide an indication of the current financial 
relationship of the firm with the rest of the world. 
Quoted prices, or the best approximations to them, 
are used because they are the prices which indicate 
the extent of the firm’s claims against all other goods 
and services. Resale prices are not the opinions of the 
firm or its officers alone, as many figures in traditional 
balance sheets are admitted to be. They are prices or 
approximations to prices which others in the com- 
munity are prepared to pay or are currently paying. 
This quality of the system is particularly important 
as far as outsiders are concerned. If the management 
of a firm, or its accountant, reports in its financial 
statements what is thought, inside the firm, to be the 
values of its assets, there can be no assurance that the 
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WonK SHEET FOR YEAR ENDED DECEMBER 31ST, I0XI 


Assets 
Cash .. 


Debtors 
Goods 


Plant. 
Land 


Equities 
Creditors 
Owners: 
paid in 
capital maintenance adjustment 
undistributed profit 
profit of year 


Profit and Loss Account 
Sales . ; 
Cost of goods sold (adjusted to cost at time of sale) 
Price variation adjustment: 
goods 
plant (depreciation) 
land T 
Running expenses ; 
Capital maintenance adjustment: 
on opening balance 
on undistributed profit 
Net profit : 


resulting statements of position and results fairly 
represent the firm's real situation. Insiders may be 
pessimistic or optimistic; in either case the reported 
figures may diverge materially from the judgements 
which outsiders would make of their components. 
Because traditional accounting is not firmly tied to 
currently quoted prices, there are many cases in 
which glowing impressions have been given of failing 
companies, and modest impressions have been given 
of companies which really control far greater asset 
values than those reported. This puts outsiders at the 
mercy of insiders, unless outsiders have: the money, 
time, patience and ingenuity to find out the facts for 
themselves. 


Example 


We may now give a slightly more.complex example of 
the method used in Case 11 of the first article in this 
series (February 26th issue), for that case gave an 
example of continuously contemporary accounting. 
The full details of the positions and transactions of a 
firm are given in tabular form in the work sheet 





























At January rst, Transactions At December 31st, 
IQxI and events IQxI 
Dr Cr Dr Cr 
20 I25 
40 50 
120 140 ` 
80 60 
40 50 
50 70 
ISO 150 
30 48 
79 77 
8o 
£300 ` £300 £425 £425 
above. The key letters in the “Transactions and 


events’ column are given to aid the tracing of the double 
entries. It is assumed that in the year the index of 
changes in the general level of prices rose by ro per 
cent. 

The cash, debtors and creditors balances and move- 
ments need no explanation; they are obtained in the ' 
same way as under present forms of accounting. 

The goods, plant and land will have been valued at 
resale prices at January ist, rgxi. The balances of 
goods, plant and land at December 31st, r9xi will 
have been obtained in the same way — by evidence of 
possession and quantity and by the use of resale 
prices. The price variation adjustment for goods (C) 
will be the sum of adjustments made during the year, 
as goods held were repriced consequent upon price 
movements, and of adjustments at the end of the year 
for variations between book and actual quantities and 
repricing at resale prices. The cost of goods sold (F) 
is the adjusted cost at the time of sale; that is the 
original price paid plus any variations due to changes 
in the particular prices of the goods between purchase 
and selling dates. Running expenses (G) are net 
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cash outlays for all annual costs of operation. The 
- price variation adjustments for plant (H) and land (J) 
are obtained by inference from opening and closing 
values. | 

The opening balance of the capital maintenance 
adjustment is the accumulated adjustment, for changes 
in the general level of prices (or the purchasing power 
of money), in respect of the amount paid in by owners 
some time previously. The sum (/,180) of the amount 
paid in and the capital maintenance adjustment is the 
equivalent in purchasing power at January rst, 19x1 of 
the amounts previously paid in. The adjustment (K) 
of £18 during the year is to take account of the rise 
of ro per cent in the general level of prices during 
19XI, in respect of this opening balance of £180. ‘There 
is a similar adjustment (L) 1n respect of the opening 
balance of undistributed profit. Both adjustments are 
necessary because the total amount of the opening net 
owners' equity (or net assets) 1s subject to the fall in 
the purchasing power of money in the year. 

Although, in the formal demonstration, we identified 
the different £s by different subscripts, there is no 
need to complicate the accounts in this way. At the end 
of the year, as we have said, all the sums expressed 
in £s are in £s of the then prevailing purchasing 
power. No one can possibly interpret them at the time 
in any other way. And the devices we have used have 
the effect of representing them all in £s of the same 
kind. A profit and loss account and balance sheet can 
easily be drawn up from the work sheet. 


Appraisal 


We will appraise the system by reference to the points 
mentioned at the beginning of this article and held to 
be the grounds for adopting one or other of the methods 
discussed in previous articles in this series. 

First, the accounts contain the original entries of 
transactions exactly as they occurred. The final 
financial summaries do not contain the unmodified 
results of manipulating those entries; for the events 
of the year will have necessitated modification of many 
of chem. But the accounting system does contain them, 
and they may be cbecked in their original form in the 
course of any audit of the accounts. Auditors are able 
to give assurance that no unauthorized or improper 
usage of the firm’s funds has occurred, to give a 
warrant of good stewardship in that sense. Historical 
cost accounting is justified on all these grounds. The 
proposed system satisfies them. 

Second, price level adjusted accounting is justified 
on the grounds that it avoids the addition of quantities 
of unlike £s, and that it takes account of the effects 
on income of changes in the purchasing power of 
money. The proposed system also satisfies both of 
these specifications. In the course of deriving the final 
figures there are additions and subtractions of different 
£s. But the overall corrections, the price variation 
adjustments and the capital maintenance adjustment, 
and the use of current prices at the close of the year, 
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have the effect of making the final statements into 
statements in homogeneous pounds. 

Third, price level adjusted accounting does not give 
final statements 1n terms of current prices; for original 
prices are merely corrected by an overall price index. 
The use of current prices is one of the advantages 
claimed for replacement price accounting. The system 
proposed also uses current prices — in making the 
price variation adjustments and in deriving the 
financial position at the year's end by reference to 
current prices. Though the proposed system uses 
different current prices (selling prices) from those of the 
replacement price proposal, it does use current prices. 

Fourth, present (discounted) value accounting is 
said to be necessary for forward-looking estimation. 
But it presupposes that the reported present values are 
reliable. The system here proposed requires no such 
assumption, on the ground that no future estimates are 
free of the biases and guesswork of those who make 
them. The system goes as far as it 1s possible to go, 
by seeking to give the best indication that can be given 
of the actual state of a firm as it faces the future at each 
reporting date. It therefore meets the principle that the 
information be useful for forward-looking estimation, 
without committing readers of financial statements to 
the optimistic or pessimistic outlook, as the case may 
be, of managers or accountants of firms. j 

In meeting all these tests in 1ts own special way, the 
system has other important practical consequences. 
One can proceed to analyse the financial statements of 
a firm at any date without committing the solecism 
of relating figures in unlike pounds. ‘The figures in the 
balance sheet and the net income figure are all in 
Ás of the closing date. If all firms used the same 
system, as they would if it were generally adopted, 
interfirm comparisons of ratios and relationships 
would be realistic and mathematically valid. They are 
not under present accounting. Interperiod comparisons 
of ratios would also be valid; for although successive 
financial statements are in different fs, the ratios of 
any particular year are pure numbers or percentages 
and are thus comparable with like numbers or per- 
centages of other years. Above all, the figures would be 
readily interpretable because they are all in reasonably 
up-to-date purchasing power units, year by year. 


Conclusion 


We have sketched only briefly the reasons for, and the 
characteristics of, the system. ‘These are developed 
more fully in the writer’s Accounting, Evaluation and 
Economic Behaviour (Prentice Hall). But, in concluding 
this series, we may simply observe that continuously 
contemporary accounting meets most, if not all, of 
the requirements of users and the general tests of 
logic and mathematical propriety, whereas other 
proposals meet few of them. The number of criteria 
met by any system is a test used in appraising all kinds 
of product and device. On this ground, the system 
proposed has marked superiority over all others. 
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Schedule A Reborn 


The modern property tax 


by H. S. A. MACNAIR, F.C.A. - 


HEN the value of money was stable, it was 

possible to use a constant annual measure of 
liability to tax based on real estate. À property tax is 
met with in every economy and tends to share with 
rates a high prospect of meeting the four canons of 
taxation put forward by Adam Smith: certainty, 
equity, convenience of payment and economy of 
collection. 'The modern Schedule A which is the new 
name for Case VIII of Schedule D (with effect from 
April 6th, 1970) has the further advantage that it is 
more comprehensible than the old. 

It will be convenient to make statutory references to 
Part III of the Income and Corporation Taxes Act 1970 
which consolidates Part II of the Finance Act 1963 and 
the subsequent amendments to the code introduced in 
that year. Section 67 (1) describes the scope of Schedule 
A in terms of rents under leases of land, rent-charges, 
ground annuals and feu duties and any other annual 
payments reserved in respect of or charged on or 
issuing out of land. The charge is confined to land in 
the United Kingdom but it extends to other receipts 
arising to a person from or by virtue of his ownership 
of an estate or interest in or right over such land or any 
incorporeal hereditament or incorporeal heritable 
subject. 


Incidents of ownership 


The English expression ‘hereditament’ and the Scottish 
‘heritable subject’ each embody the notion of owner- 
ship capable of transmission by inheritance. An 
incorporeal hereditament describes a valuable right 
derived from land and those interested to know the 
technical meaning of a rent-charge may care to refer 
to Book II, Part III, Chapter IV of G. C. Cheshire on 
Modern Law of Real Property (tenth edition). That 
these less familiar categories of legal ownership may 
remain significant at the present time appears from 
the case of CIR v. Land Securities Investment Trust 
Ltd (48 ATC 185). 

An illustration of the possible nature of ‘other 
receipts’ occurs in Bennion v. Roper ([1969] TR 449) 
where the case stated records that owing to operating 
difficulties a farm owner and occupier granted the 
grass-keeping of a hundred acres to a neighbour. 
Pennycuick, J, stated that the effect of the agreement 
with the neighbour was that the latter obtained a 
licence over the part of the land concerned and the 
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consideration paid for the licence fell within the 
description ‘other receipts’. 

However, where rent is payable under a lease under 
which the tenant is entitled to the use of furniture, 
there is a rule that tax in respect of both the payment 
for its use and the basic rent is chargeable under Case 
VI of Schedule D, unless the provision of the furniture 
occurred in the course of a trade of providing services 
to the tenant. This seems to represent a pointless 
anomaly which originated, as illustrated in Wyle v. 
Eccott (6 TC 128), merely because the former 
Schedule A scheme made no provision for taxing rents 
above the basic level. It appears to have been per- 
petuated to enable taxpayers to set off loss relief from 
other casual transactions (introduced in 1927 and now 
section 176 of the Act) against profits from furnished 
letting. In Littman v. Barron (31 ATC 387; 33 TC 
373) Viscount Simon referred to Ryall v. Hoare 
(2 ATC 137; 8 TC 521) where Rowlatt, J, com- 
mented on the inveterate practice of taxing casual 
letting of a furnished house under Case VI and it 
appears that a loss in such a transaction would qualify 
for relief against other casual profits in the same or a 
later year. However, the Littman case does offer some 
support to the Revenue refusal to recognize a loss from 
unsuccessful letting of property not acquired with the 
intention of exploiting it for gain. 


Election for Schedule A treatment 


Section 67 (2) allows the landlord to give an election to 
the Inspector within two years of the end of the 
relevant year of assessment (or accounting period, for 
a company) with a view to having the rent assessed 
under Case VIII instead of under Case VI. This 
would be advantageous where there were unutilized 
deficiencies of rental income available for set-off. 
However, it is possible to argue that where a “main 
residence’ is concerned the owner might have a stronger 
ground for resisting a possible restriction from exemp- 
tion from capital gains tax under section 29 (2) of the 
Finance Act 1965 if no election is given. Paragraph 
69 of the official Revenue publication CG'T8 suggests 
that any letting would involve some loss of qualifying 
status but if the income from casual letting is allowed 
to remain under Case V] the question as to how much 
represents rent need never arise. In the absence of a 
record of a Case VIII assessment the point is perhaps 
less likely to obtrude itself on the Inspector's notice 
when a disposal ultimately takes place. 

How is one to know whether the letting is of a 
character under which the tenant is 'entitled to the use 
of furniture’? In Goel v. Sagoo (20 P & CR 135) the 
Court of Appeal held that under the Rent Acts 'fur- 
nished letting’ could exist where the articles supplied 
*were adequate for the tenant's minimal requirements 
even though the value of £75 in that case required the 
attribution to that furniture of only one-fifteenth cf 
the rent. Reference was made to a dictum of Viscount 
Simon in Palsar v. Grinling: Property Holding Co c. 
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Mischeff ([1948] AC 291) that the chief consideration . 


is, that if and so far as the landlord does not provide 
furniture which the tenant would normally require to 
use, the tenant would provide it himself — it 1s the 
value to the tenant of the landlord's covenant to 
provide furniture which mainly controls the figure to be 
arrived at, not the cost of the furniture to the landlord, 
although. the latter may be relevant. This approach 
seems to validate the conventional attribution to the 
use of furniture of an arbitrary proportion of the rent, 
where more precise information is lacking, often in 
conjunction with 10 per cent of the rent as the measure 
of depreciation of the furniture. 

]t 1s possible for a charge to arise under Schedule 
A even though a charge also arises under Schedule B 
in respect of the occupation of woodlands on a com- 
mercial basis and with a view to the realization of 
profits (where no election has been given under section 
III for assessment on a Schedule D basis). Thus an 
easement rental of, say, £3 per acre for the passage of 
electricity cables through woodlands would be charge- 
able under Schedule A on an owner-occupier to the 
extent that it exceeded the Schedule B assessable value. 


Concerns excluded from Schedule A 


The exploitation of natural resources and locations 
significant because of their economic value in transport 
or otherwise has always been treated as appropriate 
for assessment under Schedule D. This treatment is 
continued by section 112. In Rogers v. Longsdon 
(45 ATC 19; 43 TC 231) the question arose as to 
whether old dumps of waste mineral excavations were 
to be regarded as loose chattels, a mine of the class 
comprised in section 112 or part of the land. The 
latter conclusion was arrived at by Stamp, J, and the 
relevance of the distinction lies in the fact that where 
rent 1s payable in respect of any land or easement in 
circumstances such that it is related to a concern 
covered by section 112, that rent is taxable under 
Schedule D and subject to deduction of income tax 
at source in accordance with Part II of the consolida- 
tion Act (which reproduces section 170 of the Income 
Tax Act 1952). The present writer sees no merit 
in the perpetuation of these various distinctions and 
indeed of the system of deduction of tax at source by 
individuals. 

Modern arrangements for policing tax collection 
probably make it unnecessary to enforce collection at 
the source except where default has occurred. Pro- 
visions have already been enacted whereby in the case 
of a series of payments such as rent the Revenue may 
take steps to divert to themselves so much of that series 
as is required to satisfy the related tax obligations of 
the recipient in default. Section 70 repeats the rules 
which enable the Collector to serve a ‘garnishee’ types 
notice on the ‘derivative lessee’ — the label attached to 
the source of rents chargeable under Schedule A on a 
person in default. The Collector's receipt is available 
to discharge the liability of any one derivative lessee to 


ACCOUNTANT 


649 


another in a chain of rental payments and if an inter- 
mediate recipient is out of pocket because he pays less 
rent than he receives he may recover from the Revenue 
so much of the impounded payments as is necessary 
to restrict the shortfall in his receipts to an amount 
equal to his outgoings due in the next twelve months. 
Furthermore the Revenue may apply the same pro- 
cedure to an agent who receives rents on behalf of a 
principal. 


Relating rents to chargeable periods 


The general principle is that Schedule A tax is to be 
charged by reference to the rents or receipts to which 
a person becomes entitled in the chargeable period. 
Where, however, by virtue of a contract for the sale of 
an estate or interest in land an apportionment is 
required between the parties of a receipt or outgoing 
which becomes due in the interval between contract 
and completion, the incidence of Schedule A is 
adjusted accordingly. Section 86 extends this rule to 
apportionments lying outside that interval and to 
circumstances where the benefit of the contract is 
assigned or otherwise passes. 

A concession is available as published in paragraph 
138 of the official Revenue leaflet No. 530. This states 
that 1n appropriate cases where the taxpayer furnishes 
full accounts (including a balance sheet) which are 
made up annually to the same date, Inspectors will 
accept computations of liability on the accruals basis. 
The main advantage 1s that distortions due to an uneven 
pattern of payments can be overcome. Although the 
concession purports to charge rents on the basis of 
amounts credited, it seems that these are chargeable 
in full unless the circumstances contemplated by 
section 87 apply. These require reasonable steps to 
have been taken for enforcement of payment from a 
defaulter except where waiver was reasonably made to 
avoid hardship. Subsequent recoveries of bad debts 
require to be notified to the Inspector within six 
months of receipt. 


Pooling of expenses ~ 


It is characteristic of property income that deficiencies 
are liable to occur because of the uneven incidence of 
expenses or intervals between tenancies. A major 
economy in tax administration results from the pooling 
of receipts and expenses from different units of owner- 
ship but certain restrictions are imposed with a view to 
safeguarding the Revenue. Section 71 reproduces 
from the tail end of Schedule 4 in the Finance Act 1963 
the definition of a ‘full rent’ lease as a lease under 
which the rent reserved (including an appropriate sum 
in respect of any premium) is sufficient, taking one 
year with another, to defray to the lessor the cost of 
fulfilling his obligations under the lease and of meeting 
any expenses of maintenance, repairs, insurance and 
management of the premises subject to the lease which 
fall to be borne by him. 

References to a ‘lease’ extend only to a lease con- 
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ferring a right to the possession of the premises as 
against the reversioner. Rent includes contributions 
towards maintenance not required to be carried out by 
the tenant. 

Before grouping separate properties in the same 
chargeable period it is necessary to consider the dura- 
tion of the 'pool' viewed from the point of individual 
units. This seems to require a change of analogy from 
fish pools to salmon stream, so that the commencement 
or termination of a lease represents a weir in the river 
of time (with acknowledgement to the late C. S. 
Forester) It is permissible to admit expenses from 
upstream where the stretch was a previous lease at a 
full rent or a void period dating from such a lease or the 
date of acquisition of the premises. These reaches 
together represent the currency of the lease as extended 
to include previous qualifying periods. Any outgoings 
are allowable if they became due in this flow of time or, 
in the case of a payment for maintenance and repairs, 
if relating to dilapidation attributable to it. 


Extra-statutory concession 


An important extra-statutory concession (IR 1, No. 
B4) states that where maintenance and repairs of 
property are obviated by improvements, additions and 
alterations, so much of the outlay as is equal to the 
estimated cost of the maintenance and repairs is 
allowed as a deduction. 'T'his concession does not apply 
where the works are so extensive as to amount to the 
reconstruction of the property or there is a change in 
the use of the property which would have made them 
unnecessary. 

It is now time to abandon the salmon stream for the 
pool. For premises let at a full rent and not a tenant's 
repairing lease, the excess of expenditure over income 
ascertained for one property may be used to reduce the 
amount chargeable in respect of a similar property. T'o 
constitute a tenant's repairing lease the lessee must be 
under an obligation to maintain and repair (at least) 
substantially the whole of the premises comprised in 
the lease. In this context the pool may extend before 
and beyond the current chargeable period but there is 
discontinuity when premises become or cease to be 
subject to a tenant's repairing lease, or when premises 
become or cease to be in the occupation of the land- 
lord (not to be confused with unoccupied possession 
during a void interval) The circumstance that the 
common parts of let premises may be technically in 
the landlord's occupation 1s ignored. 

As regards properties let on a tenant’s repairing 
lease, relief for the deficiency 1s available in the afore- 
mentioned pool but not otherwise. This confused 
picture becomes very much plainer with the aid of the 
Revenue form No. 295 designed to facilitate returns 
by landlords or their advisers. 


Premiums on leases. 


Before April 1963 premiums on leases did not attract 
tax in the hands of those not dealing in property nor 
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was the outlay available as a deduction from the 
taxable income of the payer. This position still applies 
as regards consideration for the assignment of old leases 
and also new short leases where the original grant did 
not involve any artificial sacrifice (section 8r). 

A short lease is described as one with a duration not 
exceeding go years. The charge on premiums under 
Schedule A is imposed on a sliding scale reducing by 
2 per cent for each full year after the first. The rules 
for ascertaining the duration of a lease are set out in. 
section 84, inclusive of modifications to defeat avoidance 
arrangements. Broadly, one can say that the lease is as 
long as it seems likely to be. 

The arrangements for giving relief to underlessees 
in respect of the lump sum payments by them are 
intended to match the charge on the superior lessors 
(notionally if the lessor is actually exempt from tax). 
‘They may be illustrated by Banning v. Wright ([1969] 
TR 457) which concerned one of the situations parallel 
to the grant of a lease at a premium which is the 
occasion for the application of comparable charging 
rules. Section 80 (4) relates to sums payable by a 
tenant as consideration for the waiver or variation of 
any of the terms of the lease and it is specially note- 
worthy that a liability arises even where the relevant 
lease was granted before April 6th, 1963. In the 
Banning case the tenant paid sums in settlement of 
claims by the landlord for breach of covenant not to 
underlet but Foster, J, did not accept that they were 
paid as consideration for waiver or variation. 


Agricultural land 


Section 79 reproduces a special privilege for landlords 
of agricultural estates previously found in section 313 
of the Income 'Tax Act 1952. If, after the set-off of 
deficiencies of rent as discussed above has been made, 
the balance of income chargeable. under Schedule 
A is insufficient to absorb deficiencies from agricultural 
estates, it is permissible to have the latter set off against 
general income. The machinery for doing so is taken 
from the Capital Allowances Act 1968 of which 
section 71 imposes a two-year time limit from the end 
of the relevant year for income tax purposes and 
section 74 does so from the end of a corporation tax 
accounting period. The, end of the fiscal year time 
limit applies as regards deficiencies set off against 
franked investment income of the fiscal year in which 
the accounting period ends, as permitted by section 
254 which reproduces. section 62 of the Finance 
Act 1965. | 

This relief 1s also available to a farmer whose claims 
for loss relief are frustrated by Chapter III in Part VII 
of the Act which reproduces the anti-avoidance legis- 
lation originated in 1960.and 1967 for ‘hobby farming’. 
‘Extra-statutory concession No. Bs is the medium for - 
this relief subject to the restriction of relief for farm- 
house expenditure to one-third, thus anticipating the 
nullification of CIR v. Korner (48 ATC 29) bv 
section. 15 of the Finance Act 1969. 
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Contract Performance in 
Present Value Terms 


HE concept of maximizing present value 1s today widely 

accepted and applied in the field of capital investment 
appraisal. Less understood is the use of the same concept in 
the valuation of the business as a whole, based upon the 
present value of the future cash flows from operations less 
the present value of the financing costs. In this latter situa- 
tion management will see as its task the maximization of 
the net present value of the business through minimizing 
the present value of the financing costs and maximizing 
the present value of the future operating cash flows. 

In a firm based upon a small number of large contracts 
an important element in the operating cash flows will be 
the amount and timing of cash flows arising frorn major 
contracts. This element will in turn be very largely con- 
ditioned -by managerial decisions about the timing of 
events and activities which form an integral part of such 
projects. 


The network as a control tool 


The critical path or network analysis is essentially a budget 
in terms of time for a contract. or other major project. It 
analyses the activities that must take place to achieve the 
required events and relates these to the resources available. 
The end product is a detailed plan in terms of time for the 
project which sets out among other things: 


(a) The sequence of activities which requires the longest 
time and which, therefore, sets the overall time 
required for the total project (De, the critica! path). 

(b) It highlights float times that are available for activities 
not on the critical path so that those activities may be 
scheduled at the most convenient times from the 
point of view of the most effective deployment of the 
firm's resources. 

(c) By defining the critical path, the technique concen- 
trates management's attention upon the critical 
activities from the point of view of time and may lead 

. to decisions to increase the resources emploved on 
those activities with a view to shortening the time 
horizon for the total project. 


It will be noted from the above that planning through 
the use of critical path analysis or similar techniques is 
concerned with the way in which resources are used over 

' periods of time. For example, it may be decided to double 
the labour and plant employed on a critical activity with a 
view to halving the time required by that activity, thus 
shortening the time horizon for the whole project. While 
such a change may effectively shorten that time span, time 
is not the only factor involved. Doubling the uszge of, 
resources may mean that the overall cost of that activity 
is increased (or possibly decreased). Not only that but the 


time at which funds are committed or received is also, 


changed and therefore the amount and duration of the 
investment of funds in that project. 


It can be seen therefore that even ignoring the concept 
of present value, there are obvious benefits if the value of 
funds locked up in a project over a given period of time are 
minimized and also that given any particular level of invest- 
ment the shorter the period of time that investment is 
locked up the higher will be the relative profitability of the 
project. 

Management's decisions relating to individual activities 
and the project in total can only be rationally arrived at after 
due consideration of: 


(a) The way the decision would change the time for the 
activity and for the total project. 


(b) The way it would change the absolute level of cost. 


(c) The timing consequences of the changed pattern of 
cash flows which would ensue. 


Objectives of cash flow determination 


À typical cash-flow pattern for a contract is shown in Fig. 1. 
The curved solid line shows the forecast pattern of cash 
outlays related to the project recorded on the basis of the 
time period in which the actual payment will be made. The 
stepped solid line shows the forecast pattern of receipts from 
the client assuming that progress payments are provided for 
in the contract (if this is not so then the payment will be 
represented by the vertical line showing that the entire 
contract payment 1s received in a single sum on completion). 

The objective of cash-flow determination is to take 
management decisions which will minimize the funds 
locked up in the contract by closing the gap between the 
payments curve and the receipts curve as shown by the 
dotted lines (this gap of course measures the ‘investment’ 
in the project at any given time), or by keeping the time 
the funds are committed to the absolute minimum. Cost 
Figure 1 
j Contract Cash Flows 
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increases incurred in order to shorten the time span of the 
contract will, of course, raise the terminal value of the total 
outlays and this fact must be weighed in the balance 
against the reduced time period of investment. 


Contract evaluation on the basis of 
present value 


Since the evaluation of a contract requires consideration 
of the timing of cash inflows and outflows it is appropriate 
to ask whether the more orthodox concept of maximizing 
the difference between revenue and total costs for the 
contract is a valid one. What is much more relevant is the 
rate of return on the investment of funds that it requires, 
or some similar assessment of relative profitability whether 
of different contracts or of different methods of carrying 
out the individual contract. 

One approach to the problem is set out in a recent 
article by A. H. Russell entitled ‘Cash Flows in Networks’, 
which appears in Management Science for January. In order 
to present the problem in a way which is both meaningful 
to management and facilitates a solution, the author 
assumes that the project and the cash flows related to it 
can be presented as a set of activities with the usual network 
relationships. In this situation the problem is to so schedule 
the timing of the activities and related cash flows as to 
maximize the present value of the cash flows. 

The mathematical solution to this problem is that of 
maximizing a non-linear function subject to linear con- 
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straints and solved as a succession of linear programmes. 
Through applying duality principles the problem is then 
treated as a form of maximum value flow problem in which 
discounted cash flows are distributed along arcs from pay 
events to receipt events. In the optimum condition flows 
will only occur along arcs whose corresponding activity 
has zero float and in the optimally scheduled solution these 
flows wil be directly proportioned to the marginal cost 
incurred by lengthening the activity of that flow's arc. 
Since this method produces a 'marginal cost of activity 
duration' it adds additional depth to the solution. 

The steps in this mathematical solution and the technique 
of scheduling activities and events are amply illustrated 
in the text of the article. 


Conclusions 


In any major contracting situation the control of the indi- 
vidual contract must form an important element in the 
overall managerial control. It must therefore be looked 
at not only from the point of view of the absolute level of 
profit but also at the effective return that 1s earned on the 
investment in the contract. T'echniques such as the maxi- 
mization of present value propounded by Mr Russell will 
contribute to management awareness of this. In addition 
it can. ascribe to a- series of cost-critical activities the mar- 
ginal cost of lengthening the duration of activities and 
therefore enable better judgements to be made in the 
allocation of the firm's resources. 


Helpful Supplementary Information 
from Albright & Wilson 


HERE 1s a Unilever touch to the report and accounts 

of Albright & Wilson Ltd. That statement will not 
mean much to those readers who do not know the Unilever 
accounts, but the style of what Albright & Wilson call the 
‘Supplementary financial information’ is much on Unilever 
lines. | | 

The first page of the information is given over to sales 
and profits charts in terms of product groups and by 
geographical origin. The product groups are detergent 
raw materials, agricultural products, other phosphorus 
products, flavours and perfumery, silicones and finally 
‘other products’. ‘Other products’, a note explains, ‘com- 
prises general and fine chemicals and by-products’, which 
is an important end of the group since these products 
account for the biggest single item both in terms of sales 
and operating profits. Geographical sales and operating 
profits are shown in terms of UK, North America, Austra- 
lasia, Europe and the Rest of the World. 

Columnar charts with blue columns for 1969 and black 
for 1968, with the requisite figures in extremely small print 
at the top of each column, take an awful lot of reading — 
or else this column needs a new pair of spectacles. But then, 


longer-term readers of these notes will know that this 
column is not particularly impressed by graphs and charts 
where the information could be just as well, if not better, 
shown simply by plain figures plainly presented. 


Ten-year charts 


No doubt in the original the Albright & Wilson charts 
on page 33 of the report looked fine. But when they were 
translated into the printed page they must have lost a lot 
in clarity. No doubt, too, a good many readers will have to 
screw their eyes to read the figures at the top of the columns 
— figures which in the same space as is taken by the four 
charts on the page could have been printed an inch high. 
The ten-year charts on the next page show eight records 
in four charts. The first has black columns for sales and 
putlined columns for earnings showing (what Albright & 
Wilson shareholders know only too well) that because of the 
poor experience of the past five years they have been in a 
net ‘ungrowth’ position over the past decade. The second 
chart shows, in the same manner, net assets per share 
and earnings per share. The third chart has black-topped, 
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outlined columns, the black top being the surplus of net 
current assets over net fixed’ assets, and the fourth chart 
similarly shows the surplus of borrowed money and 
sundry sources of funds over ordinary stockholders' funds. 
The next two pages give the ten-year record in figures, 
analysing sales, profits and sources of funds, the figures 
being rounded off by ratios of trading profit as a percentage 
of net capital employed, and profit attributable to ordinary 
stockholders as a percentage of issued share capital. The 
final page gives the cash flow figures for 1969 and 1968. 


More and more 


‘These charts and statistics in the Albright & Wilson report 
are printed on light brown paper. The accounts themselves 
and the attendant notes and auditors’ report are printed 
on a pale green paper and cover ten pages. The rest is white 
except for a number of full pages of colour photographs. 

The whole report opens with an index which is helpful 
since the report and accounts runs to 42 pages. Next comes 
the notice of annual general meeting and then on page 
` that increasingly necessary feature "The year in brief’. As 
company accounts become more and more detailed and 
the time available for shareholders to read, mark and digest 
becomes more and more cramped, "Ihe year in brief' 
becomes more and more essential. It is a commentary on the 
times that companies are providing, and are being called 
on to provide, yet more detail in their accounts but the 
pressure of the pace of industrial anc commercial life 
probably means that only a handful of specialists have both 
. the time and inclination to read company accounts in 
great depth. 

After a page of pictures depicting "Research activities’ and 
another giving the company's “Directors and Officers’, the 
reader moves into the report proper with the directors” 
report on pages 6 and 7. Another full-page picture separates 
the directors’ report from the chairman’s statement on 
pages 9 to 14, while on the following three pages there is a 
“Review of the year’s operations’. 


In the magazine 


After that come the 11 pages of accounts and notes before 
the reader moves into the brown-paged ‘Charts’ section 
' and then finally into the final white pages of ‘General 
` information’, detail of senior executive management and 
company structure. 

This is not the end of the Albright & Wilson annual 
reporting exercise. The April number of the Albright & 
Wilson magazine contains a précis of the report, a special 
interview and a ‘pocket guide’. 

The précis states that “as expected, 1969 was a bad year 
tor Albright-- [sic] Wilson. The profit before tax was only 
£1,654,000 compared with £5,242,000 in 1968. The divi- 
dend paid to shareholders was therefore kept down to 
7 per cent interim (equivalent to 4:2d per share) compared 
with a total of 15 per cent (gd per share) the previous year. 

"As a consequence, for the fifth year running the return 
on the capital employed in the business has fallen. In 1969 
trading profit was only 5 per cent of capital employed. 
In 1964 it was 16:3 per cent — a freak year, perhaps, but the 
average of the last ten years is 1077 per cert. 

"The poor results arise, of course, from the temporary 
-closure of the phosphorus furnaces in Newfoundland and 
it is heartening that the profits of business sectors un- 
affected by this event improved in total by about £750,000 
before tax.’ "n 
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‘Recovery on the way 


The précis goes on to.emphasize the board view that the 
group is now on the way to recovery. The précis is followed 
later in the magazine by a reprint of the chairman's 
statement from the annual report and a reprint of 'those' 
charts. 

There is also an ‘easy to read’ profit and loss account and 
balance sheet, a reprint of the review of operations and a 
question-and-answer-style report of an interview between 
the magazine and Sir Richard Powell, chairman, and Mr 
John Hutton-Wilson, managing director, concerning the 
company's current position and prospects. Finally, there is a 
tear-out pocket guide to the annual report consisting of 
summarized profit and loss account, balance sheet, ten-year 
record, information on products and 'key statistics by 
product groups'. 

The Albright magazine, incidentally, is one of the best of 
the company magazines and is published every two months. 
But getting back to the company's poor performance and 
the reasons for it, the reference to the Newfoundland plant 
is to the closure of the plant because of effluent problems. 
The difficulties and delays cost the company dear. Had it 
been possible to make the year's phosphorus requirements 
at 1968 production costs, operating profit would have been 
nearly £3 million higher. The depreciation figure of close on 
£6-05 million includes nine months’ depreciation on the 
Newfoundland plant. 

Completion of major expenditure in Newfoundland, 
however, reduced last year's capital expenditure to about 
£71 million compared with an average of £16 million in 
each of the previous three years. Sir Richard Powell com- 
ments that the board's chief concern since its reconstruction 
(there were a number of retirements last June and Septem- 
ber, including that of the former chairman , who anticipated 
his retirement by a few months) has been to ensure the 
quickest practicable recovery from the present depressed 
state of affairs. 


The future 


Of the pattern of the group's future, Sir Richard says that 
phosphorus chemicals will always be important to the com- 
pany but dependence on them will gradually be reduced and 
other growth areas will be expanded. The total interest in 
fertilizers is unlikely to be increased but the intention is to 
build up the company’s research and development activities 
in order to improve the pace of innovation throughout 
the business and to ‘intensify the search for new areas of 
enterprise’. 

The effects of these policies will, it is admitted, take 
time to show through, but the process of recovery from the 
troubles of 1969 and benefits from actions already in hand 
should result in progressive increases in profitability. In 
the longer term ‘the future should be one of expansion and 
of prosperity much above the levels of recent years’. 

This year’s profits are expected to show a ‘substantial 
improvement over 1969’ with most of the improvement 
appearing in the second half of the year. This depends 
largely on performance in Newfoundland improving in line 
with expectations. 

Long-suffering shareholders in the company will 
sincerely hope that the forecast improvement does in fact 
take place. In the past there have been so many false starts 
that shareholders may be forgiven for wondering whether 
1970 is going to prove any exception. But the Albright 
share price is beginning prophetically to recover. 
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CITY NOTES 


ROPHECY is often surrounded in mystery and a 

stock-market which by its behaviour is accepted as 
prophetic must perchance be mysterious at times. Rarely 
has the market succeeded in being as mysterious as it was 
at the t:me of the recent fall in prices. 

Follawers of the market know the story well enough by 
now. The fall that began with disappointment with the 
Budget and then developed via a riot of rumour, only 
apparently eased when the market wore its rumour-ridden 
self out by its own exertions. 

One possible factor in the market shakeout, although not 
necessarily a prime reason for it, 1s the changed role of the 
Government broker in the gilt-edged market; a change 
which those concerned with the market as sellers might not 
have fully appreciated. 

The Government broker, in effect, has substantially 
steepened the sliding scale on which he is prepared to take 
stock — if indeed he is prepared to take stock at all. There 
is no more easing of the market by eighths of a point. 
Withdrawal or weakening of the Government broker prop 
has not been noticeable since the change in policy was 
instituted for the simple reason that the gilt-edged market 
has been mainly firm. But the development of selling 
touched the market at its new weak point. 


RATES AND PRICES 


Closing prices, Tuesday, April 28th, 1970 
Tax Reserve Certificates: (25.2.70) Companies 54%; 
3% surrendered for cash; Personal 4% 


Bank Rate 
Oct. 19, 1967 .. 6% Sept. 19, 1968 pe. v^ 
Nov. 9, 1967 .. 64% Feb. 27, 1969 8% 
Nov. 78, 1967.. 8% March 5, 1970 74% 
March 21, 1968 71% Apr. 15, 1970 .. 7% 
Treasury Bills . 
Feb. 20 .. £7 12s 2:99d% Mar. 26 £7 3s 6:62d% 
Feb. 27... £7 11810°43d% Apr. 3 se £7 35 §°22d% 
Mar. 6 .. £7 6s 6-99d% Apr. 10 .. £7 1810°93d% 
Mar. 13 .. £7 6s 1°56d% Apr. 17 .. £6 14s 6-14d% 
Mar. 20 .. £7 5s 2'22d95 Apr. 24 .. £6 15s 5°47d% 
Money Rates 
Day to day e 54-6175 Bank Bills 
7 days e 51-6195 2 months 8-84 % 
Fine "T rade Bills 3 months 8-819, 
3 months 81-995 4 months 8-84 o 
4 months 83-9 % 6 months 84-83% 
6 months 83—94% 
Foreign Exchanges 
New York .. 2'4051 Frankfurt 8:7495 
Montreal 2:5798 Milan I5IZ°IS 
Amsterdam 8-7350 Oslo T ES 17:1795 
Brussels 119'44 Paris a ge 132825 
Copenhagen 18-0555 Zürich  .. is 10'3375 
i Gilt-edged 
Consols 4% 43% Funding 6% 1993 698 
Consols 24% se ‘wa 202 Savings 3% 60-70 98% 
Conversion 34% .. .. 38 Savings 3% 65-75 .. 81$ 
Conversion 5% 1971 97% Treasury 64% 1976 .. 93 
‘Conversion 54% 1974 .. 90% Treasury 34% 77-80 .. 65i 
Conversion 6% 1972 964%} Treasury 34% 79-81 .. 632 


Funding 34% 99-04 - he 44. Treasury 5% 86-89 E 62i 


Funding 4% 60-90 . 961 Treasury 5$% o8-12 .. 6r$ 
Funding 54% 78-80 762 ` Treasury 24% .. 261 
Funding 54% 82-84 73% Victory 4% .. x .. 941 
Funding 52% 87-9: 684 War Loan 34% .. ~. 37% 
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Correspondence 





Advertisers' Glossary 


SIR, - I think it is time we accountants got together to 
compile a dictionary for the interpretation of situations 


vacant advertisements. 


Here are a few suggestions and I am sure there would 


be many more. 


Phrase 
"Negotiable around £2,500' 
"Up to £3,000' 

‘Circa £2,500 

‘Not less than £2,500’ 

‘Salary negotiable’ 

‘Send details of present 
salary’ 

"Those earning less than 
£2,000 need not.apply' 

‘Excellent prospects’ 

“Preferably qualified’ 

“The usual fringe benefits’ 

‘Generous fringe benefits’ 


‘Financial Controller’ 
‘Accountant Designate’ 


‘This is a new position’ 

‘Must be willing to work 
hard’ 

‘Write brief details of age, 
experience, etc.’ 

‘Would suit someone re- 
cently qualified or some- 
one more mature but 
unqualified’ 

‘Salary range £1,281-—£1,624 
plus London allowance’ 


Interpretation 
Not much over £2,500. 
Not much over £2,500. 
Not much over £2,500. 
Not much over £2,500. 
As little as possible. 
We will pay you £250 more. 


Those earning over £2,500 
need not apply either. 

Small salary. 

Qualified if we can afford it. 

A pension scheme. 

A pension scheme 
luncheon vouchers. 

Glorifed Chief Accountant. 

Accountant when the present 
one 1s kicked upstairs. 

‘Twenty hours work per week. 

Eighty hours work per week. 


and 


There will be a four-page 
application form to come. 

We cannot afford anyone 
else. 


It must be the Post Office, a 
nationalized industry or 
the Civil Service. 


I hope advertisers will not think I am being entirely 
serious or my own future prospects may be fairly bleak. 

I would be interested to know if any other experienced 
job seekers have a few suggestions to add. 


Bushey, Herts. 


More Aid for CABA 


Yours faithfully, 
W. A. WARNER. 


Sir, — Towards the end of April in each year all members of 
The Institute of Chartered Accountants in England and 
Wales receive with the annual report and accounts, the 
annual report and accounts of the Chartered Accountants' 
Benevolent Association.. 

One wonders how many persons read the Association's 
report. So far as I can deduce there are less than 5,000 ` 
members out of the total Institute membership of nearly 
50,000 — i.e., about ro per cent. 

lt is very easy. to forget that many members.of this 
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profession through no fault of their own do fall on hard 
times, and one has only to read the brief extracts at the end 
of the report to appreciate how easy it is for any person to 
become similarly situated. 

Present scales of salary in this profession are such that 
few members could say they are unable to make some 
contribution to the Association, but I would admit that it 
is only of recent years that I have personally done so. If 
only half the membership contributed one-third of the 
Association's ordinary membership subscription of three 
guineas, the subscription income would be almost doubled, 
but in turn would produce further income from investment 
by the Association. 

Beyond paying an annual subscription L personally have 
no connection with the Association, but am writing this 
letter because I feel that the aims are worthy of support 
and I would make a plea for members to read the report and 
ask themselves whether or not they should be contributing. 


Yours sincerely, 


Romford, Essex. D. E. HEADY, F.c.a. 


The Future of the Accounting Profession 


SIR, - I have followed with interest the correspondence in 
this matter in your columns. 
I have worked in firms of public accountants for some 
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nine years and in commerce for some three or four years. 
I am still not qualified but am preparing for two profes- 
sional qualifications — but not of the Chartered Institute. 

Whilst I think that the examinations for which I am 
preparing are a£ least the standard of the Chartered 
Institute, on qualifying and following integration, I think 
that I would be worthy of the designation ‘Chartered 
Accountant’ because of my experience and integrity gained 
from working in a public accountant's office. 

I am, therefore, against integration unless there be some 
distinction made between members. I think the profession 
could borrow something from the former Society of 
Incorporated Accountants. 

Their designation was, I believe, A.S.A.A: — Incor- 
porated Accountant and Auditor. 

The new designate could then be: 


(1) Chartered Accountant; 

(2) Chartered Accountant and Auditor. 

Like ‘Observer’ (March roth, issue) I should have liked 
to have seen the Chartered Institute of Secretaries par- 
ticipating in the integration scheme. This having been so, 
who would not agree with the designations: 

(1) Chartered Accountant and Secretary; 

(2) Chartered Accountant and Auditor. 

Yours faithfully, 


Enfield, Middx. M. HANLEY. 


Internal Auditors’ Conference in Paris 


HE eleventh West European Regional Conference of 

the Institute of Internal Auditors was held last week in 
Paris. A total of 86 delegates from ten countries assembled 
under the chairmanship of M Pierre Dussaulx, European 
Regional Vice-President, including Mr O. R. Crow, jun., 
a past International President of the Institute, and Mr N. A. 
Smith, M.B.E., T.D., F.C.A., its Duirector-at-Large. The 
conference theme was “Thinking in terms of top manage- 
ment’, 


Opening session 
Opening the first session of the conference on Thursday, 
M Philippe Goudé, M.B.a., GPA, President of the Paris 
Chapter, thanked the delegates for coming forward in such 
numbers to devote their time and experience to the advance- 
ment of the Institute. He was followed by M Dussaulx, 
who spoke of the need to re-define the function of the 
internal auditor at a time when business undertakings were 
progressively developing in importance and their organiz- 
ation posed a correspondingly heavier burden. The tradi- 
tional concept of the internal auditor was divorced from the 
reality, said M Dussaulx, and nowadays he was expected to 
provide a service to management, not only in maintaining 
profitability but also in furthering the development of the 
business. 

Mr O. R. Crow also addressed the conference; as a 
native of St Louis he was proud to recall, although it was 


before his time, that the first international congress of 
accountants was held in St Louis, Missouri, in 1904. The 
profession, despite its firm roots in the past, was con- 
fronted not with a static situation but with a.dynamic 
society to which its members must adapt. themselves. ^ 


What management requires from internal audit 


The first conference paper was presented by: M Jacques 
Borel, founder and managing director of the largest chain 
of restaurants in Continental Europe; before his entry.to 
the catering trade in 1957, M Borel was manager of the 
Vietnam office of IBM. He spoke on ‘What the chief 
executive requires from internal audit’. 

Modern. business management, he said, noone: the 
delegation of responsibilities, and those at the top must 
encourage their subordinate colleagues to accept manage- 
ment responsibilities. This delegation needs to be properly 
controlled, and in this respect internal audit functions as a 
conscious and established tool of management. The internal 
auditor was expected to evaluate control systems as they 
exist within the company, to establish the extent of their 
effectiveness and to assure an educational role in the 


"development of procedures as well as their application. ^ 


Internal audit reports should be framed in language which 
top management can appreciate, setting out the strong and 
the weak points of the function under scrutiny and the 
auditor's recommendations for improving efficiency and 
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profitability. These recommendations should include 
figures of budgeted outlay and return, and of the time taken 
to implement them. 

The internal audit department is not to be regarded as a 
police force but as a management services team. In this 
capacity the team should include persons with specialized 
knowledge of the company's functions, for whom in turn 
such an assignment affords a useful means of developing 
their potential for promotion. 


Relationship of internal and statutory audit 


The second business session was introduced by M Jean- 
Claude Boutier, a manager with the firm of Arthur 
Andersen & Co and a member of the teaching staff of the 
Paris Ecole Supérieur de Commerce, on "The relation of 
internal audit to the statutory audit’. The duties of statutory 
auditors were revised in France several years ago, and at the 
same time a number of substantial companies created their 
own internal audit departments. 

There is scope, said M Boutiers for collaboration between 
the two functions wherever their respective duties involve a 
complementary or common field of work. To be effective, 
this calls for full understanding of each other's duties and 
procedures. At the same time this collaboration cannot be 
unlimited in extent, and the statutory auditor must at all 
times preserve his independence and objectivity towards the 
company and its managers. The extent to which he may 
rely upon work performed by members of the company's 
own staff is a matter for his own decision, and it will be 
necessary for him to pursue his own inquiries in many 
directions. 

The first session on Friday was addressed by M P. 
Barthes on “The relation of internal audit to management’. 
Formerly chief financial accountant of the Péchiney 
Group, M Barthes is now its controller: he is also a member 
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The opening session. Monsieur 
Philippe Gondé, M.B.A., C.P.A., 
President of the Paris Chapter, 
with Monsieur Pierre Dussaulx, 
Regional Vice-President of the 
Institute, and Mr O. R. Crow, jun., 
a past International President. 


of the French National Accounting Council and director 
of the National Centre for Business Productivity. 

In his paper M Barthes first drew comparisons between 
budgetary control and internal audit. Whilst budgetary 
control may function as a part of internal check, by its 
comparison of forecasts with actual results, it is essentially a 
forecasting activity, whereas internal audit (which involves 
much more than the unwelcome element of close super- 
vision). has fact-finding responsibilities. The two functions 


,are not therefore opposed, but should rather support and 
complement one another. 


Referring to the Belton 5M classification of management 
responsibilities — machines, materials, money, methods and 
men — the speaker concluded that the last two items offer 
the audit function a vast area for development. Better use of 
assets and improved profitability are not always achieved by 
quantified observation, and management control alone 
cannot discover losses which are not expressed in figures. 
The following ‘methods and men’ problems have large 
implications, and outside the audit function it is not easy 
to see who could accept responsibility for them: 

Reasoned and efficient decentralization which achieves 

a reasonable autonomy without loss of control or 
abdication of responsibility. 

Elimination of discrepancies or anomalies in the results 
or performance of operational units. 

Discovery of operational or functional conflict between 
individuals or departments. 

Developing a sense of security amongst executives and 
managers. 

Administrative staff training: preparation for manage- 
ment responsibilities by secondment to the audit 
department. 

With such considerations in mind, audit is an essential 

means of investigating recent theories of human behaviour, 
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and avoiding the situation of placing a square peg in a round 
hole. 


Audit approach to computerized systems 


M Pierre Lhermitte, presenting the last of the four 
papers, began his professional career in the Ministry of 
Public Works, where he was responsible for setting up the 
economics section of the Department of Maritime Ports 
and Navigable Waterways. Later he was appointed deputy 
general manager, and subsequently managing director, of 
Electricité de France. His subject on this occasion was "The 
audit approach to a computerized information system’. 

The introduction and development of EDP has neces- 
sitated a complete re-structuring of company managements, 
who are no longer separated from control information by 
constraints of time and distance. The internal auditor's 
function in these circumstances is that of an adviser to 
management, and the true profitability of EDP may be 
measured in terms of internal reorganization over several 
years. 

Internal audit must ensure that the new procedures and 
codification of input and output are in a form appropriate 
to the company. An important element is that it should be 
possible to introduce control programmes to establish the 
validity of the output. Before a company is committed to 
EDP, the project should receive careful study and the 
objective approached only a step at a time, by reasonable 
stages and in an atmosphere of agreement. Internal audit 
has its own part to play in synthesizing the opposing view, 
and the master of the computer is not master of the 
company. 

A new technique for information processing calls for new 
control methods. The computer does not override internal 
audit, and the key problem is not to audit an information 
system but to make the information system also a control 
system. Internal audit thus does not directly check the 
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input data, but is responsible for ensuring the existence and 
operation of procedures whereby that input is validated. 

In addition to their papers, each of the four speakers 
was asked to provide a topic for syndicate discussion and 
subsequent report; these were as follows: 


(1) (M Borel) ‘What is your view of the co-ordination 
and interdependence of audit procedures in a group 
of companies which is decentralized both geographic- 
ally and juridically?’ This, in view of French partici- 
pation in the European Common Market and the 
emergence of ‘European companies’ (The Accountant, 
June rsth, 1968) was of particular topicality. 

(2) (M Boutier) "To what extent may statutory auditors, 
(a) draw upon the work of the internal auditors; (b) 
include members of the internal audit staff in their 
own team for the annual audit?’ This proved to be 
one of the most controversial topics of the whole 
conference: several members clearly felt that internal 
audit had its own distinct duties to perform and 
should neither be expected to devil for the statutory 
auditors, nor regarded as a means of reducing audit 
fees. 


(3) (M Barthes) ‘What additional functions should an 
auditor undertake, beyond his traditional duties, to 
develop his constructive contribution? Indicate these 
in order of priority.’ 

(4) (M Lhermitte) ‘Should the verification of computer 
input and procedure be the responsibility of internal 
audit or of line management?" 


Besides the formal proceedings there was a special 
programme of entertainment, organized under the direction 
of Mlle Sybille Destramau, for the ladies who accompanied 
delegates. This included a boat trip on the River Seine, a 
day visit with lunch at Fontainebleu, and a visit to the 
Musée des Monuments Frangats. 





At the pre-conference cocktail party (/eft to right) : Monsieur Poirier, a founder-member and past Vice-President of the Paris Chapter; 
M and Mme Dussaulx ; Mr J. O'Donnell, chief internal auditor of the US Government Services in France, and Mrs O'Donnell. 
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Responsibility for 
Controlling Overheads 


BIM Seminar in London 


HETHER management is local 

or central, it is faced with the 
problem of controlling overheads. On 
whom does the responsibility fall, 
however, for the initiation and execu- 
tion of the necessary controls? 

In the view of Mr A. G. Cox, A.C.A., 
A.C. W.A., chief accountant, GKN Cast- 
ings Ltd, it is up to the accountant to 
be on the metaphorical ground floor 
to initiate controls and provide infor- 
mation from which it is possible for 
management to assess where any 
excess expenditure is being incurred. 
Mr Cox was speaking at a one-day 
seminar on controlling administrative 
overheads, organized by the British 
Institute of Management on Friday of 
last week at the Europa Hotel, London, 
under the chairmanship of Mr William 
W. Fea, F.c.A., deputy chairman, 
administration and special operations, 
Guest Keen and Nettlefolds Ltd, 
and a member of the Council of The 
Institute of Chartered Accountants in 
England and Wales. 

Mr Cox commenced by considering 
the main aspects of the accountant's 
work in the context of administrative 
costs, which he described as the inter- 
pretation and provision of information 
to assist management in decision- 
taking, and ensuring that ‘control’ 
really did exist and would continue to 
exist. 

He stressed that an accountant 
should provide a ‘live’ service and 
should not limit his work and thenking 
to the relatively simple task of record- 
ing and providing information. He 
must, where necessary, take the 
initiative to ensure that sound control 
is in existence and that information 
was correctly interpreted. It was first 
necessary for him to define the ‘cost 
structure’ of the company and to 
broadly classify costs on the following 
lines: those which varied directly with 
the products being made and/or sold; 
those which varied with the hours 
being worked, and those which re- 
mained fixed, subject to the plant or 
business working normally. 


Comparisons then had to be made 
with the cost structure of the past in an 
attempt to identify the age of the 
problem; identification could then be 
made of the main areas of change 
which had given rise to the revised 
profitability, and also the areas in 
which change could be most easily 
effected with improvement in results. 
Detailed analysis would necessarily 
follow this general examination. 

It was of great importance, insisted 
Mr Cox, that the examinations to 
which he referred, leading to the 
control of administrative costs, were 
seen within the context of the total 
problem of maintaining profits. In- 
creased administrative costs might be 
a ‘red herring’ because the change in 
profitability could be caused by other 
factors such as selling prices failing to 
keep pace with general cost increases, 
or a change in the product mix with 
resultant lowering of ‘contributions’ 
towards general fixed costs — including 
administration. 

Apart from a service to management, 
the accountant’s responsibility for 
controlling overheads could be quite 
considerable in his own department, 
which called for the maintenance of 
efficient systems and delegation where- 
ever possible of the production of 
routine information. 


Group problems 


The problem of administrative costs 
in an industrial group of companies 
was dealt with by Mr P. I. Marshall, 
F.C.A., finance director, Norcros Ltd. 
In operating companies, observed 
Mr Marshall, the problem rested with 
local management who could exercise 
their judgement by relating expen- 
diture to output of production units 
or sales of units. In an industrial 
group of companies, however, far 
too much expenditure tended to fall 
within the control of central man- 
agement who were often remote from 
the front-line action of production 
and sales. 

Mr Marshall posed the question: 
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'How should management exercise 
control?' which brought another ques- 
tion in its train: 'Should central cost 
be recovered from operating com- 
panies?’ His view was that control 
could only be exercised by manage- 
ment that carried full authority and 
responsibility, and was fully account- 
able for results. The control of central 
costs had to be the function of central 
management despite the fact that in 
certain cases the demand might origi- 
nate in operating companies. 

He could not support the body of 
opinion that it was not practicable 
to charge out central costs to operating 
companies. It was a gross form of 
marginal costing which could lead to 
the most serious financial consequences 
if practised over a period of time. In 
conclusion, he showed a chart which 
summarized the division of responsi- 
bilities between central and operating 
managements, and then grouped cen- 
tral overheads into four categories, 
research, services, overheads and in- 
terests. 


Two distinct functions 


Management's responsibility for the 
control of overheads was the subject 
of a paper given by Mr P. J. Custis, 
F.C.A., F.C.W.A., J.DIP.M.A., director 
and controller of GKN Birfield Trans- 
missions, which he began by explain- 
ing that in all manufacturing divisions 
there were two distinct functions. 
First, the provision of necessary 
facilities and services, and secondly, 
the actual carrying on of the organi- 
zation's activities. Although manage- 
ment had a complete responsibility 
for both of these functions, his paper 
was concerned only with the cost of 
the facilities and services which make 
up the total organizational overheads. 

Mr Custis admitted that more 
people and more complex techniques 
were required to exercise control and 
he warned that there would be a 
tendency for the organization to 
become top heavy, and for facilities 
to be under-utilized due to the 
inevitable effect of Parkinson's Law, 
empire building, and all the other 
inherent defects to which large units 
were prone. 

It had to be realized, however, that 
the control of overheads presented 
different problems from the control of 
production or selling costs. In the 
case of production, a direct relationship 
could be seen by those involved 
between the cost of materials, labour, 
variable expenses and the product 
being made. No such clear relation- 


Cua ka Det Lis am oe cn madh e xa 


i 
x 


AL nA. aha ic cdd La oe 


y 
a. Ik f n y 


664 


ships were apparent in the case of 
overheads and very often those in- 
volved had no direct connection with 
the actual expenditure. 

Control of overheads, Mr Custis 
emphasized, therefore just had to be 
initiated by top management, and the 
volume of overheads having been 
established, it then became the func- 
tion of the accountant to record and 
measure the actual performance against 
the objective. ‘Nothing stands still, 
and to imagine that once having 
systems and procedures they can be left 
alone, is one of the greatest mistakes 
that can be made by management." 

Large-scale enterprises were not 
the only units which came under 
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review at the seminar. Mr D. J. H. 
Slater, F.c.A., financial-director desig- 
nate, Ralli International Ltd, spoke on 
'How to keep down administrative 
costs in a medium-sized business’ and 
outlined some of the danger signals 
that pointed at costs being too high, 
saying that in almost every company 
administrative costs seemed to keep 
increasing regardless of all attempts 
to control them. 

One of the dangers was to organize 
on a functional rather than on a profit 
centre basis. By this he meant where 
one director was responsible for sales 
and another for production, compared 
with an organization where each 
director was responsible for the profit 
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arising from a particular self-contained 
area of the business. It could not be 
gainsaid that when a person was 
judged on the profit he produced, he 
had a strong motivation to keep costs, 
particularly overheads, to a minimum; 
whereas on the other hand, when a 
person was responsible for a particular 
function, it was often information that 
counted, and not profit. 

Another obvious danger sign was 
when a company's accounting system 
was apparently "out of control'; re- 
grettably so often the case when a 
complex system which had been intro- 
duced by an able accountant several 
years before was not fully understood 
by his successor. 


EQUIPMENT NOTES AND NEWS 





Compact Computers 


Some Desk-size and Desk-top Computers Reviewed 


O sophisticated have business machines become with 

the advent of electronic operation that an input console 
and memory now seem to be the determinants of a computer 
proper, regardless of size. Indeed, a wide selection of 
machines are at present available which are compact 
enough to be operated on a desk top. 

The basic components of processor and input/output 
devices are as in the major computers but, of course, the 
prices are considerably lower, ranging from /2,000 up- 
wards. Input is usually through an alpha-numeric keyboard, 
and the most common form of output is a print-out on a 
visible record such as an invoice or payslip. 

Historically, it was the need for rapid and accurate 
invoicing which called for machine accounting, and pro- 
gress in this field has continued through ever-increasing 
demand covering the entire accounting process. Aided by 
advances in engineering techniques, multi-processing and 
magnetic data storing computers are becoming almost 
commonplace in the business world, and now produce a 
substantial amount of statistical information for manage- 
ment. 

Arrangements can be made for small-scale computer 
systems to handle complex applications through the medium 
of time-sharing with major installations and the use of large 
central memory banks. Immediate problems will then be 
capable of solution by using mini-computers as self- 
contained units, 'in-house', and long-term problems by 
using them as terminals to a centralized installation as part 
of an on-line system. 


Raytheon 704 


In a sphere where superlatives are rife, a thought might 
profitably be given to the machine which is claimed to be 


the world's most powerful mini-computer and will be 
demonstrated for the first time in Europe at the interna- 
tional Instruments, Electronics and Automation Show 
which opens at Olympia on May rh, This is Raytheon's 
Model 704 (price £5,000) which, although weighing only 
75 lb. and standing less than 16 inches high, provides the 
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Key to the power and compactness of the Raytheon 704 is an 
interchangeable, plug-in, integrated circuit. 
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An operator using the Friden 5005 Computyper can switch 
from one type of invoicing to another simply by changing 
cartridges on the left-hand side of the machine, an operation as 
easy as putting film into an instant camera. 


user with great versatility and specification as yet only 
available on large installations. As the Raytheon 704 is 
compatible from a software point of view with the manu- 
facturers’ 700 Series computers, more than 300 programs 
and sub-routines are available ‘off the shelf’. 

At present, it is particularly suitable for applications 
relating to instrument and process control, data communi- 
cations and acquisition, and a COBOL compiler is being 
written for the commercial and professional field. It is 
entirely self-contained, with a central processor, memory 
and power supply and is mounted in a case that can be 
desk top or rack mounted. Inside the case, additional 
memory expansion or interface cards may be inserted by 
means of built-in connectors. All logic functions are 
implemented by integrated circuits with easily accessible 
plug-in cards, and in the event of a failure a Sensor diag- 
nostic analyser automatically locates and pinpoints the 
fault, reducing down-time to a minimum. 


Friden 5005 Computyper 


An electronic machine which is only a little larger than a 
normal desk typewriter, and is in appearance very much 
like one, is the Friden soos computyper (price £2,100). It 
is ideal for all invoicing and accounting procedures and 
small-scale computation, bringing the speed and economy 
of electronic accounting within reach of the smallest busi- 
ness. Inexpensive to install, it is just as easy to use as a 
typewriter because of its familiar typewriter keyboard. 
Staff problems should be minimized as a competent copy 
typist can produce invoices — including all the arithmetic 
involved — accurately and quickly; an internally-stored 
electronic ‘brain’ handles all calculations. All that is 
necessary is for the basic detail of the invoices to be entered, 
through the typewriter keyboard, and the machine will 
then automatically calculate and enter all extensions, 
including totals and sub-totals. The internally stored ‘brain’ 
is in fact a punched-tape program which is loaded into the 
machine in a simple 'snap on' cartridge. 
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Model 5610 Computyper 


This compact machine — also from Friden, and rather 
larger than the soos referred to above — is geared primarily 
for business applications such as invoicing, payroll, account- 
ing, analysis and other commercial data processing tasks. 
Flexibility is assured by internally-stored programming. 

The 5610 has three separate areas of memory. For data 
storage, it has 60 registers of 13 digits each plus sign; four 
operating registers make up the arithmetic unit and the 
third memory contains 1,118 alpha-numeric characters 
exclusively for internal program storage. The 5610 qualifies 
as a computer for investment grant purposes. 


Honeywell H316 


Honeywell consider that they were the first major hardware 
manufacturer to enter the mini-computer market when 
they introduced the H316 computer. Priced at under /,5,000, 
this machine is multi-purpose with a 4,096-word memory, 
and can be used effectively in a commercial environment 
by reason of its extensive software library of more than 500 
field programs. 

Our picture shows the pedestal version, but as it occupies 
less than 4 cu. ft of space and weighs only 115 lb., it will 
function compactly and equally efficiently as a table-top 
circuit processor. Peripherals include a large number of 
communications and control interfaces, together with 
special purpose devices in addition to the standard input/ 
output units, magnetic tape files, fixed and moving head 
disc files, drum stores and graph plotters. 


Seiko S-301 


The Seiko S-301, introduced into the United Kingdom for 
the first time by Marubeni-lida Co, of Osaka, is a desk-top 
computer complete with stored program unit, printer and 
card read-out (price Z 1,100). 

Calculations of the four basic operations, together with 
square root etc. or continuous complex operations mixing 
these calculations, are carried out electronically. ‘There is a 





Designed to meet a broad spectrum of industrial and scientific 
computing needs, the H316 may be either table-top or rack 
mounted, and is particularly suitable for on-line applications, 
including small direct digital control and data acquisition systems. 
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preset automatic floating decimal point (ten positions). 

Difficult and complicated calculations can be performed 
by programming and 96 basic calculation steps can 
be memorized: the number can be extended up to a 
maximum of 153 steps. Program cards once prepared can 
be used repeatedly. 

Recording on a miniature line printer or rolled paper at 
a speed of rso lines per minute, printing capacity totals 
17 digits of numerical value; if the required data exceeds 
17 digits they are printed out over two lines. 

The ro-key input system has 23 function keys, and 
selection of program input can be made with either built-in 
card reader or 23 command keys directly. 

An optional card puncher for preparing program cards 
can be supplied as an accessory for £195. 


Burroughs L2000 


No mention of small computers should be made without 
referring to the Burroughs L2ooo. It is common knowledge 
that Burroughs are supplying hardware to the major clearing 
banks in their movement towards total on-line systems 
based on the use of terminal computers in the branches 
communicating with massive centralized computers. "There 
are, however, prospective users who do not wish to go on- 
line immediately, or who do not have large enough busi- 
nesses to warrant such a system; for these people the L2000 
has been developed. 

The system has twin processors. One uses a magnetic 
disc with storage capacity of 1,280 64-bit words on which is 
stored the total applicational program, as opposed to reading 
it step by step from an input device. The other may be used 
initially for local program storage, and then as a data com- 
munications processor by loading a different ‘firmware’ 
(i.e., software performing a hardware function) program, 
and the plugging-in of an appropriate device. Thus the 
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The Burroughs L2000 computer brings high-speed input, output and processing, and integrated circuit flexibility to all operations. 
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The SEIKO S-301, a useful new addition to the range of small 


computers. 


L2ooo is a flexible system capable of being up-graded at 
any time from an off-line, self-contained unit to an on-line 
terminal in a data communication environment. 


Conclusion 


As with maxi-installations so it is with mini-computers, 
that effectiveness of investment in hardware must be 
expressed in terms of the expertise of systems analysts as 
well as the engineering skill of the manufacturer. The 
prospective purchaser must not only consider whether the 
system is capable of fulfilling present requirements, but 
also how it can be expanded with peripheral devices and 
data communication facilities to fulfil future requirements 
and be adapted to cope with unforeseen circumstances. 
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The Effective Use of Capital 


Industrial Education and Research Foundation Seminar 


HE latest in the series of afternoon 

seminars of the Industrial Educa- 
tion and Research Foundation was 
held at Tallow Chandlers’ Hall, 
Dowgate Hill, London EC4, on April 
23rd, when Mr A. M. Alfred, planning 
director of the British Printing Cor- 
poration and formerly chief economist 
of Courtaulds Ltd, presented a 
paper on “The effective use of capital’ 
to an audience of approximately 120, 
including several Members of Parlia- 
ment and representatives of the 
accountancy profession and of in- 
dustry. In his introductory remarks, 
Mr J. Gratwick, a trustee of the 
Foundation, described Mr Alfred’s 
subject as ‘the heart of any business 
activity’, and said that it was by their 
utilization of resources that industrial- 
ists showed themselves to be good or 
bad stewards. 

Mr Alfred drew on his own experi- 
ence of the textile and printing in- 
dustries to illustrate that effective use 
of capital machinery can be markedly 
improved by reductions in changeover: 
since the setting-up time of the 
machine is constant, efficiency as a 
percentage of theoretical total output 
is directly related to the length of run, 
and may fall as low as 17 per cent for 
short quantities. 


Reduced working hours 


Between 1960 and 1969 in the UK, 
working hours had fallen, but standard 
hours had fallen faster than working 
hours so that an increasing proportion 
of the latter was at overtime rates. In 
so far as a shorter working week is not 
associated with a second shift, it 
reflects a lesser utilization of capital. 
Conversely, although shift working 
increases cost (by virtue of the higher 
wages associated with irregular hours) 
and thus reduces profit per unit of 
sales, the higher volume of output 
achieved from shift working increases 
total profits and hence the return on 
capital. 

Particular emphasis was laid upon 
the amount of working capital occupied 
in stocks and work in progress, which 


at the end of 1968 amounted to over 
20 per cent of the total assets employed 
in manufacturing industry. In relation 
to turnover, average manufacturing 
stocks in the UK are some 50 per cent 
higher than in America, whilst within 
the UK, there are wide divergences 
between the best and the worst. ‘There 
is no shortage of data in this regard: 
for example, the printing industry 
shows a range of between 13 and 27 
days' turnover to be held in stock, and 
this ratio of approximately two to one 
between upper and lower quartile is 
common to most industries through- 
out the Standard Industrial Classifica- 
tion. 


Production delay cost 


The full effect of delays in con- 
struction was not always perceived, 
but the speaker assessed the cost of 
six months’ delay on a Co million 
project as {1 million — made up of 
half in capital charges and the re- 
mainder in loss of profit. Allowance 
should also be made for running-in 
losses, and in many cases the expected 
return on capital is not achieved 
because it takes longer than forecast to 
get the plant up to full capacity — 
either for market or for technical 
production reasons. Cases were quoted 
suggesting a delay of up to two years 
between the anticipated and the actual 
realization of full profitability, and this 
of course had a serious effect upon the 
rate of return on the capital invest- 
ment. 

To illustrate the rate of return on 
investment, Mr Alfred’s paper in- 
cluded simple examples of the opera- 
tion of discounted cash flow (DCF), 
which he likened to the repayment of a 
mortgage or bank loan by equal 
instalments comprising part capital and 
part interest. Compared with tradi- 
tional methods of appraisal, DCF has 
the merit of takipg into account the 
time element, since the return on any 
investment project normally accrues 
over a period, and the expectation of 
Í1 at some time in the future has not 
the value of £1 today. A DCF payout 


of 10 per cent could well be equivalent 
to 174 or over 20 per cent by other 
methods, depending upon the time 
taken to reach full profitability and the 
extent of re-investment of retained 
funds. 


Government grants 


He then turned to the situation in 
Development and Special Develop- 
ment Areas, where he suspected that 
the full effect of Government incentives 
was not yet realized. In an extreme 
case, qualifying for both investment 
and operational grants, the Government 
contribution over the life of a project 
could rise to 77 per cent of the plant 
investment, and this, combined with 
availability of regional employment 
premiums, amounted to a very sub- 
stantial incentive which was certainly 
as favourable as any elsewhere. How- 
ever, the percentage of total factory 
space erected in development areas in 
1969 was lower than for either of the 
two preceding years, and much in- 
vestment in these areas would take 
place anyhow — since a company with 
an established industrial site has 
strong reasons for continuing to 
invest there. For this reason he would 
favour limiting grant availability to 
new projects only, or to those up to, 
say, £5 million investment. 

Mr Alfred concluded with the view 
that profitability in the UK is gener- 
ally too low, and that a good rate of 
return on capital is the most effective 
way to an increased standard of living. 

During the subsequent question 
period, he maintained the importance 
of a ‘get up and go’ attitude towards 
profitability: American trade unions 
generally displayed a greater aware- 
ness than their British counterpart of 
higher productivity as a source of 
higher wages, whilst at shop-floor level 
in this country the contribution of 
share ownership schemes to better 
industrial relations was negligible. 
Recent political references to indus- 
trial co-ownership have invested Mr 
Alfred's experience with a certain 
topicality. 
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Directors' Responsibility 
Must be Preserved 


Lord Thorneycroft at Norwich Dinner 


HE ultimate responsibility for 

presenting a true picture of a 
company’s business position rested 
solely with the chairman and his board 
of directors, said Lord Thorneycroft, 
now chairman of Pye of Cambridge, 
speaking at the annual dinner of the 
East Anglian Society of Chartered 
Accountants held at the Norwood 
Rooms, Norwich, on Thursday of last 
week. 

Proposing the toast of The Institute 
of Chartered Accountants in England 
and Wales, Lord Thorneycroft said 
he believed that, whatever was done 
about the law regarding accountancy, 
the responsibility of the directors had 
to be preserved. It was their job to 
give a true picture of the company and 
this duty should never be blurred. 


Shareholders matter 


In today’s world, said Lord 
Thorneycroft, great institutions were 
able to visit businesses and cross- 
examine them, to enter factories and 
talk to managers and to find out every- 
thing possible about the business. He 
believed shareholders mattered a lot 
and the more they attempted to know 
the better. 

It was one of the penalties which 
companies had to pay, that when their 
accounts were published to share- 
holders they became available to the 
world, including competitors both at 
home and overseas and to customers. 
At the same time, Lord Thorneycroft 
said, it was probably true that in 
Britain too much was revealed about 
precise details of companies. 

Accountancy, he went on, was an 
art as well as a precise science. He held 
the view that it ought to be kept on 
the basis in which integrity and judge- 
ment still exercised as much or more 
influence as any set of principles which 
could ever be devised for it. 

He thought there should not be too 
much rigidity within the rules of 
accountancy, although the profession 





ought to continue to present true 
accounts of what was going on in the 
business life of the country. 

Replying to the toast, the Institute's 
President, Mr Ronald Leach, c.B.E., 
F.C.A., said that although some of Lord 
Thorneycroft's comments were open 
to argument, he would not start an 
after-dinner debate on the code of 
standards. It was true there had been 
some criticism of accountants recently 
but now the profession had pledged 
itself to establish basic principles. They 
had to do this if they were to keep their 
position in world accountancy. 

The new Chartered Accountants' 
Hall in Moorgate Place, London, was, 
he reminded them, to be opened by 
the Queen Mother next month and 
would be the finest professional head- 
quarters in the world, blending the 
old with the new. And if the integra- 
tion proposals went through, as he 
sincerely hoped, it would be the centre 
for 72,000 accountants — the largest 
body in the world. 

The profession had a great future, 
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claimed Mr Leach. It was going to 
forge ahead, despite the difficult 
problems of modern life. 

Proposing the toast to the guests, 
Mr Geoffrey Dicker, C.B.E., T.D., 
A.D.C., D.L., F.C.A., Vice-President of 
the East Anglian Society, paid tribute 
to Mr Leach for the way he had 
represented the Institute during his 
year in office. He had defended the 
profession against unjustified criticism 
and had still managed to show the 
progressive attitude which was essen- 
tial if they were to widen their repu- 
tation which they had built up over the 
years. 

The invitation to international 
referee, Mr Ken Aston, to respond on 
behalf of the guests was an indication 
of the interest in football shown by the 
Society's President, ^ Mr Henry 
Robinson, F.C.A., as a director of 
Norwich City FC. 


City of Norwich 


Mr Robinson said it was at his 
personal request that a toast to the 
City of Norwich had been added. He 
had arrived there over 25 years ago and 
throughout that time the City had 
been extremely kind to him in many 
ways. In reply, the Lord Mayor said 
Norwich appreciated the role which 
professional bodies played in the life 
of the city. 

On behalf of the Society, Mr 
Robinson presented to Mr Leach 
a silver fruit bowl to be added to the 
collection of modern silverware being 
assembled for the new Institute 
headquarters. 





orneycroft; Mr R. G. 


Leach, C.B.E., F.C.A., President of the Institute; The Lord Mayor of Norwich, Alderman 
Mrs Jessie Griffiths, J.P., Mr Henry Robinson, F.C.A., President of the East Anglian 
Society ; Mr K. G. Aston, Deputy Chairman of the Referees Committee, FIFA. 
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Birmingham Investment 


THE Birmingham Students’ Society 
held the third monthly meeting of 
their investment game on April 14th, 
at The Library, Fountain Court. 

David Gilks, treasurer of the Society 
and of ACASS, who devised this 
stimulating game, defines its object as a 
method of acquainting students with 
the challenge, excitement and vagaries 
of investment in the stock-market. 
The competitive atmosphere of the 
game is an important contributory 
factor, but perhaps the most interest- 
ing feature is its vitality, which allows 
participants to meet the problems that 
face investors every day. 


£5,000 to invest 


The game is played over nine 
months for a challenge cup, which will 
be presented to the team which 
achieves the greatest capital appre- 
ciation in their portfolio (or the 
smallest loss!). Each month, the teams 
are given {5,000 to invest (this cash- 
flow may be increased by the proceeds 
of sales) and they fill in five decision 
forms. The cumulative portfolios are 
valued seven days before the next 
meeting and the relative performance 
of each ‘fund’ shown on a chart. The 
game is designed to discourage con- 
stant selling of stocks, since each sale 
showing a profit is penalized by a 
gains tax at 30 per cent. Every pur- 
chase or sale is subject to a 4 per cent 
charge to cover brokerage and other 
expenses, and the middle-market 
price of each stock is weighted to allow 
for the ‘jobbers’ turn’. 

At each meeting, the participants 
are addressed by leading luminaries in 
the world of finance and investment. 
At the last meeting the participants 
were fortunate to hear a short talk 
from an investment fund manager, 
Mr R. D. McDougall, of Hill Samuel. 

In his opening address, Mr Roddie 
McDougall said, ‘Investment is like 
driving, everyone thinks that they are 
good at it’, and he went on to outline 
the principal departments of a merchant 
bank, with particular reference to the 


Game 


role played by his own fund manage- 
ment side. He said that Hill Samuel 
have adopted the concept of manage- 
ment by committee since it was 
important that the bank should be 
seen to have the same policy at the 
same time in different departments. 

Commenting on the formula for 
decision-making, Mr McDougall said 
that 7o per cent of all investment 
decisions are market decisions and only 
30 per cent relate to the actual stock. 
In the policy department of a merchant 
bank the main consideration was, he 
pointed out, to determine the future 
trends in earnings per share after 
considering the various inputs, which 
broadly are the economic situation, 
commercial structure of the company, 
an assessment of the ability of its 
management and its financial structure 
with particular reference to cash-flow. 

It was important to remember, he 
said, that the past record of a company 
was only relevant to its past achieve- 
ments, and can only form a basis upon 
which the present information must be 
interpreted to provide an assessment of 
the potential future earnings which will 
be available for the shareholders. 


Window dressing 


He made a direct comment on the wide 
deviation of the treatment of ex- 
ceptional items by accountants in 
annual reports. Taking two instances, 
Mr McDougall showed how the 
true earnings per share bore little 
relevance to that actually published, 
where results had been inflated by 
exceptional income, or a good year 
has been toned down by the creation 
of large reserves to be ploughed back 
in the future to smooth out per- 
formance. The last example was that 
of Trust Houses, who created a 
‘rationalization reserve’ of £2 million 
in their last set of accounts. He said 
that this situation must be worrying 
for accountants and should provide 
much food for thought. 

After the talk, David Gilks proposed 
a vote of thanks to Mr McDougall, who 


669 


then visited the teams offering com- 
ment and advice on their individual 
portfolios, which was found invaluable 
by all. 

Future speakers at investment game 
meetings will be Mr Lindsay Bury, of 
Singer Friedlander Ltd, Mr J. A. 
Yetman, of ICFC Ltd, Mr R. B.S. 
Wood, of Neville Securities Ltd, and 
Mr David Rowe-Ham, of Smith 
Keen Barnett, Birmingham stock- 
brokers. 

Each meeting starts at 6 p.m. and 
the future dates are: Monday, May 
11th; Tuesday, June 9th; Monday, 
July 13th; Tuesday, August 11th; 
Monday, September 14th; and Tues- 
day October 13th. 

There are places still available for 
those interested in trying their skills 
in the game. Inquiries should be made 
to David Gilks, The Investment 
Game, Chartered Accountants’ 
Library, Fountain Court, Steelhouse 
Lane, Birmingham 4. 


SIR ALEC DOUGLAS-HOME 
TO ADDRESS LONDON 
STUDENTS 


Tuis year’s annual President's Meet- 
ing of The Chartered Accountant 
Students’ Society of London is to be 
held in the Great Hall of the Institute's 
new building on Thursday, June 25th, 
when the speaker will be Rt Hon. Sir 
Alec Douglas-Home, K.T., M.P., with 
the President of the Society, Mr G. R. 
Appleyard, F.c.A., presiding. 

It is anticipated that the meeting 
will be well supported and those 
members wishing to attend are advised 
to inform the Society’s Secretary, 
43 London Wall, London EC2, as 
soon as possible. Tea will be available 
from 4 p.m. until the commencement 
of the meeting at 5 p.m. | 


TAXATION IN THE OFFICE 


A SPECIALIST two-day course for 
members of The Chartered Account- 
ant Students’ Society of London ar- 
ranged by Stanley A. Spofforth & Co, 
Chartered Accountants, of London, 
was held on Thursday and Friday of 
last week at the Chartered Insurance 
Institute. 

Mr M. G. Spofforth, F.c.a., gave an 
introductory lecture on “The tax 
department', following it with an out- 
line of basic personal reliefs, allow- 
ances and their effects in an address 
entitled ‘Personal taxation’. Mr F. 
Dobby, HM Inspector of Taxes, 





a eS SE gege, AË Ap E: 





À 
4 
^ 
d 
1 
i 
1 
i 
AN 
ch 
3 
1 
1 


670 


spoke on “The work of a tax district’ 
and this was followed by a group 
session on personal taxation including 
a test paper with model answers by 
Mr M. G. Spofforth. On Friday, Mr 
J. R. F. Williamson, M.B.E., F.C.A., 
F.T.LI., gave a talk on ‘Capital gains 
tax', discussing personal liabilities and 
quoted securities; there followed a 
session with another test paper again 
with model answers. Mr I. J. R. 
Spofforth, F.c.A., F.T.1.1., then spoke 
on 'Corporation tax' and the course 
concluded with a group session on that 
subject. 

The course was under the able 
chairmanship of Miss Phillipa Bursey, 
a member of the Society's Education 
Subcommittee, who, at the end of 
the course, expressed the appreciation 
of the Society's committee for the 
work the lecturers had undertaken in 
producing such helpful talks. 
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course. Left to right: H. Kafialmout, B.Com., Mike Salinger, Peter Schacter, Pete Mulvey, 
and Richard J. Todd. 





Notes 
and 
Notices 





PROFESSIONAL NOTICES 


M. W. BunROvuGH & Co, Chartered 
Accountants, of Bridport, announce 
with deep regret the death of their 
senior partner, Mr M. W. BURROUGH, 
M.B.E., F.C.A., on April 17th, 1970. The 
firm will be continued by the existing 
partners, and its name and style will 
remain unchanged. 


BLACKBURNS, ROBSON, Coates & Co, 
and Forp, RHoprs, WILLIAMS & Co 





announce that following the amalga- 
mation of their practices in 1968 they 
have decided, for reasons of brevity, to 
adopt, as from May rst, 1970, the 
name ROBSON, RHODES & Co for the 
amalgamated firm. The practice of 
the amalgamated firm and its associated 
firms will continue to be conducted 
as now at the following offices: United 
Kingdom — London, Leeds, Manches- 
ter, Bradford, Birmingham, Dewsbury, 
in association with other firms at 
Oxford, Cirencester, and Hull; Over- 
seas — the associated ‘FORD, RHODES’ 
firms will continue to operate under 
their existing names for the time being, 
at the following offices: Eastern 
Australia - Sydney, Melbourne, Ade- 
laide, Brisbane; Western Australia — 
Perth; India - Bombay, Calcutta, 
Madras, Madurai; Pakistan — Karachi, 
Lahore, Dacca; Ceylon - Colombo. 
The firm continues its close relation- 
ship with DELOITTE, ` PLENDER, 
GRIFFITHS & Co and DELOITTE, 
PLENDER, HASKINS & SELLS. 

FARROW, BERSEY, GAIN, VINCENT & 
Co, Chartered Accountants, announce 


JOHN FOORD & COMPANY 


137 VICTORIA STREET, LONDON SW1 ° 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


Telephone 01-834 2002 (4 lines) 


that Mr L. W. FARROW, C.B.E., F.C.A., 
the senior partner, retired from the 
firm on April 3oth, 1970. Mr FARROW 
became a partner of the late Mr R. J. 
SISSONS on January Ist, 1913. Mr 
SISSONS died soon after and Mr 
FARROW carried on the practice alone 
until he amalgamated with BERSEY, 
VINCENT & Co and Garn, MILLs & Co 
on January rst, 1919, from which date 
he has been the senior partner. Mr 
B. W. VINCENT, M.A., F.C.A., the 
son of the late Mr J. W. VINCENT, who 
was one of the partners who joined 
Mr Farrow on January rst, 1919, 
succeeds as senior partner. 


HarmMoop BANNER & Co, Bristol 
partnership, TRENFIELD WILLIAMS & 
PARTNERS, and R. H. LANGDON- 
DAVIES, F.C.A., announce that from May 
Ist, 1970, they will practise in associa- 
tion at 10 Elmdale Road, Bristol, 51-55 
Westbury Hill, Westbury-on-Trym, 
Bristol, and 11 Endless Street, Salis- 
bury. ‘The partners of the amalgamated 
firm will be Messrs R. H. LANGDON- 
Daviess, F.c.A., D. W. S. TRENFIELD, 
B.SC.(ECON.), F.C.A., B. H. WILLIAMS, 
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Pea: 4. ML Blouse, ACA. LR 
BRADLEY, A.C.A., K. D. J. PROWTING, 
A.C.A., A. C. CHEDZEY, A.C.A., resident 
at Bristol, G. B. Hopson, F.C.A., resi- 
dent at Liverpool, and D. G. 
RICHARDS, F.C.A., resident at London. 


G. E. HorT & Son, Chartered Ac- 
countants, of Liverpool and London, 
announce with deep regret the death 
of their senior partner, Mr PERCY 
SINGLETON COOPER, F.C.A., on April 
20th, 1970. The firm will be continued 
by the remaining partners. 


LAYTON-BENNETT, BILLINGHAM & 
Co, Chartered Accountants, of 23 
Blomfield Street, London Wall, Lon- 
don EC2, announce that Mr ADAM 
VERE BALFOUR BROKE, A.C.A., who has 
been a member of their staff for some 
years, has been admitted as a partner 
in the firm as from May rst, 1970. 


MANN Jupp & Co, of 8 Frederick's 
Place, Old Jewry, London EC2, 
announce the following partnership 
changes as from May Ist, 1970: 
Mr F. W. ENGLISH, F.C.A., retires 
from the practice but will remain 
avalable as a consultant; Mr J. M. 
BRADBURY, A.C.A., of the Manchester 
office, retires in order to practise with 
MANN Jupp & Co, of Melbourne, 
Australia; Mr F. W. GUNNER, F.C.A., 
is admitted as a partner at the Dartford 
office; Mr R. J. K. SPEYER, M-A., 
A.C.A., and Mr H. B. Woopp, B.sc. 
(ECON.), A.C.A., are admitted as partners 
at the London office. 


MELVYN KNELLER, F.C.A., SIDNEY 
Hass, B.SC.(ECON.), F.C.A., and STANLEY 
ROSENTHAL, F.C.A., announce that 
they have merged their individual 
practices into a partnership under the 
style ROSENTHAL, KNELLER AND Hass, 
which will operate from 46 Blandford 
Street, London Wr and 116 College 
Road, Harrow, Middlesex, as from 
May Ist, 1970. 

METHERELL GARD & Co, Chartered 
Accountants, of Newquay and St 
Columb, announce that Mr B. J. 
HARDMAN, A.C.A., Mr G. WALKER, 
A.c.A. and Mr TT. WARREN, A.C.A., all 
of whom have been senior members of 
their staff, have been admitted as 
partners as from May rst, 1970. 
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Moore, STEPHENS & Co, Chartered 
Accountants, announce the admission 
into partnership from May rst, 1970, 
of Mr EVELYN  GERVASE CARSON 
HULBERT, A.C.A. 


PANNELL FITZPATRICK & Co, Char- 
tered Accountants, of Lee House, 
London Wall, London EC2, announce 
the retirement after more than 4o 
years with the firm of Mr GEOFFREY 
PAUL STEVENS, F.C.4. and Mr FRANK 
OSBALDESTON MORGAN SMITH, F.C.A., 
who will remain available for con- 
sultation. 


W. H. Suaw & Sons, Chartered 
Accountants, of Midland Bank Cham- 
bers, Market Place, Dewsbury, an- 
nounce that Mr James S. CULLEN, 
A.C.A., has been admitted to partner- 
ship as from May rst, 1970. 


APPOINTMENTS 


Mr F. Arrowsmith, F.c.A., has been 
appointed a director of ‘Taylor & Low 
(Cornwall) Ltd, a subsidiary of 
Bambergers Ltd, and not a director of 
Bambergers Ltd as erroneously stated 
in last week’s issue. 


Mr Percy J. Greaves, M.A., F.C.A., 
chief executive director of North 
Central Finance Ltd, has been ap- 
pointed a director of Lombard Banking 
Ltd, and Mr David E. C. Hawkins, 
F.C.A., a director of Lombard Banking 
Ltd, has been elected to the board of 
North Central Finance Ltd and its 
subsidiary, Consumer Credit Cor- 
poration Ltd. 

Mr A. J. Murray, A.A.C.C.A., deputy 
managing director of Vista Rentals 
Ltd, has been appointed managing 
director of the company. 


Mr B. W. Mills, B.A., A.A.C.C.A., has 
been appointed chief executive of the 
management services division of ‘The 
British Oxygen Co Ltd, with effect 
from May rst. 

Mr G. A. Raymond, F.C.A., senior 
partner in the firm of Creasey, Son & 
Wickenden, Chartered Accountants, 
was reappointed chairman of the 
Hastings and Thanet Building Society 
for the ensuing year at the Society’s 
recent annual meeting. 
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DOUBLE TAXATION 
Kenya, Tanzania and Uganda 


Discussions have been held in London 
between the Inland Revenue and the 
East African Income Tax Department 
about new double taxation agreements 
between the United Kingdom and 
Kenya, Tanzania and Uganda. Agree- 
ment was reached at the official level 
on the texts which will now be sub- 
mitted to Governments. 


Israel 


A protocol amending the Double 
Taxation Convention between the 
United Kingdom and Israel was 
signed in London on April 2oth. The 
protocol is subject to ratification. 

The text will be published shortly as 
a Schedule to a draft Order in Council. 


LEEDS, BRADFORD & DISTRICT 
SOCIETY OF CHARTERED 
ACCOUNTANTS 


New President 


At the recent annual meeting of the 
Leeds, Bradford and District Society 
of Chartered Accountants, Mr Alan G. 
Martin, F.C.4., was elected President 
for the ensuing year. 

Mr Martin, who is northern area 





manager of the Industrial and Com- 
mercial Finance Corporation Ltd, was 
educated at Monkton Combe School 
and was articled to Mr Tom Walton, 
of Walton, Watson & Co, Manchester. 

During the Second World War he 
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served in the Royal Navy from 1940- 
46, chiefly in destroyers, and became 
staff officer operations, 22nd Des- 
troyer Flotilla, Eastern Mediter- 
ranean. In 1943 he was attached to the 
Royal Hellenic Navy. 

Admitted to membership of the 
Institute in 1947, Mr Martin joined 
Hartley Turner & Son, of Manchester, 
and became a partner the following 
year. He left practice in 1953 to join 
ICFC and as northern area manager he 
is responsible for the Corporation’s 
branches in Leeds, Manchester, Liver- 
pool and Newcastle. He is also a 
director of the Provincial Building 
Society. 

Last year, Mr Martin attended the 
Advanced Management Program at 
Harvard Business School. 

Other new officers of the Society 
for 1970-71 are: 

Vice-President: Mr ‘Thomas L. Waring, 

B.A., F.C.A. 

Treasurer: Mr William J. A. Smith, F.c.a. 


Secretary: Mr Cyril Luxton, F.c.A., 27 
Park Square, Leeds. 


Annual Report 


The Committee’s report for 1969, 
presented at the meeting, records an 
increase in membership during the 
year of 87; the total membership of 
1,790 is made up of 605 members in 
practice and 1,185 not in practice. 
These figures include the membership 
of the Huddersfield and York Societies. 


INLAND REVENUE PUBLICATIONS 
Capital Gains Tax 

The Finance Act 1969 supplement to 

the comprehensive booklet Capital 

Gains Tax (CGT 8) is now obtain- 

able, free of charge, from the offices 

of HM Inspectors of Taxes. 


Income Tax Consolidation 
Tables of comparison, prepared by 
the Inland Revenue, giving the deri- 
vation of the provisions of the Income 
and Corporation Taxes Act 1970 and 
the Taxes Management Act 1970, and 
the destination of those provisions of 
earlier legislation consolidated by them, 
are now obtainable from HM Station- 
ery Office, price {1 net. 
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ACCOUNTANTS' CHRISTIAN 
FELLOWSHIP 


The monthly meeting for Bible reading 
and prayer will be held at 1 p.m. on 
Monday next, May 4th, at the 
Church of St Peter-upon-Cornhill, 
London EC3 (entrance in Cornhill, 
near Gracechurch Street). The scrip- 
ture for reading and thought will be 
Psalm 112. 


SOUTH WALES AND 
MONMOUTHSHIRE SOCIETY OF 
CHARTERED ACCOUNTANTS 
New President 


Mr H. B. Singer, T.D., F.C.A., senior 
partner in the firm of Singer and 
Partners, Chartered Accountants, of 
Bridgend, Glamorgan, has been elected 
President of the South Wales and 
Monmouthshire Society of Chartered 
Accountants. 

Born at Whitchurch, near Cardiff, 
in 1921, and educated at The Cathedral 





School, Hereford, Mr Singer was 
articled to his father, the late Mr G. K. 
Singer, F.C.A., who also practised in 
Bridgend. He was admitted to mem- 
bership of the Institute in 1953. 

Elected to the Committee of the 
Society in 1963, Mr Singer served as 
Vice-President in 1969 and was 
treasurer of the Society from 1966 to 
date. 

During the Second World War, he 
served with the Royal Regiment of 
Artillery, mainly in North-west Europe 
and his last appointment, prior to 
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demobilization, was as an instructor 
and lecturer at the School of Anti- 
Aircraft Artillery. In 1947 he rejoined 
the Territorial Army and served with 
281st (Glamorgan Yeomanry) Field 
Regiment, Royal Artillery, which he 
commanded from 1957 to 1960. 

President of the Bridgend branch 
of the British Legion, he also represents 
Wales and the border counties on the 
committee of the Yeomanry Benevo- 
lent Fund. 

In his younger days, Mr Singer 
played rugby in South Wales: his 
present leisure activities take the form of 
cruising both at sea and on rivers. He 
is married with one son who is also a 
chartered accountant. 

Other officers of the Society elected 
for 1970-71 are: 

Vice-President: Mr W. C. Davies, F.C.A. 
Treasurer: Mr D. H. Andrews, B.A., A.C.A. 


Secretary: Mr H. N. Jones, B.A., F.C.A., 
63 Park Place, Cardiff CF1 3LQ. 


LONDON ACCOUNTANTS’ 
FOOTBALL LEAGUE 


The London Accountants’ Football 
League has completed another success- 
ful season. The League Challenge Cup 
was won by BSC (Baker Sutton) 
who beat Hanover (Derbyshire) 4-2, 
all the goals being scored in the 
second half. 

The game lived up to the expected 
dour battle of defences, but eventually 
the muddy conditions began to take 
their toll causing defenders to make 
mistakes. The Second Division 
Champions are FC Alpha (Arthur 
Andersen) who completed their league 
programme without losing a match. 
Also promoted to Division One are 
Halletts (Halletts, Laughlin), both 
clubs are in their first season in the 
League. 

The First Division has yet to be 
settled. Only one match has to be 
played, that of the League Cup 
finalists. If BSC play a draw they 
become the champions, if Hanover 
beat BSC then they become the 
champions, but if Hanover win by a 
score greater than 5-4, Crest House 
(Deloittes) will be champions. Quite 
an end to the season! 
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This Year's Finance Bill 


qn Finance Bill published last week, although a pygmy in 
comparison with the Finance Act 1969, is nevertheless divided 
into three parts containing 37 clauses and seven schedules. 

An unattractive feature of the Bill is that more space is given to 
the schedules than to the clauses. However, it is cheering to see 
eight pages of the schedules devoted to repeals. Of the repeals 
in the Taxes Acts as being 'obsolete or unnecessary' no less than 
12 apply to the Taxes Management Act 1970 and the Income and 
Corporation Taxes Act 1970, which received the Royal Assent 
a few weeks ago, and did not come into force until April 6th. 

Clauses 21-28 and Schedule 5 of the Bill are all concerned with 
occupational pension schemes and appear in pursuance of the 
Chancellor's promise to simplify and rationalize the tax treatment 
of superannuation arrangements for employees and to take account 
in this connection of the earnings related State pension which will 
become payable under the National Superannuation and Social 
Insurance Act. These new provisions do not come into force at 
once, the target date being April 6th, 1972. 

One significant change is in the definition of retirement benefits, 
now renamed 'relevant benefits. Under the old rules benefits 
payable on disability arising during service were not subject to 
the provisions for imposing Schedule E tax on premiums paid or 
on notional premiums. This dispensation is now limited to the 
case where the disability is occasioned by accident. Thus it will 
no longer be possible to avoid Schedule E tax by making a service 
agreement for, say, life or until a very advanced age, and pro- 
viding that there shall be a pension only in the event of disability 
during service. 

One of the conditions of the approval of a retirement benefit 
scheme is that there shall be a person resident in the United 
Kingdom who will be responsible for the discharge of all duties 
imposed on the ‘administrator’ of the scheme (De, the person 
having the management of it). Clause 21 lays down conditions 
under which the Inland Revenue are bound to approve a scheme. 
Clause 22 provides for discretionary approval, subject to such 
conditions asthe Inland Revenue may lay down. Part I of Schedule 
5 contains eight paragraphs imposing limits on an employee's 
benefits under an approved scheme. 

The other alterations to income tax and corporation tax are 
contained in Chapter 1 of Part II of the Act consisting of clauses 
1I to 20. Clause 11 (1) imposes standard rate tax of 41:25 per cent 
for 1970-71, and surtax on incomes exceeding {£2,500 ‘at such 
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higher rates in respect of the excess over {2,000 as 
Parliament may hereafter determine’. Clause 11 (2) 
makes the necessary amendment to section 3 (1) of the 
Income and Corporation Taxes Act 1970. The Bill 
calls this Act ‘the Taxes Act’ and it is a pity that this 
was not adopted as the short title in the Act itself. 

Clause 12 imposes surtax for 1969—70 at a series of 
decimal rates which are in fact the same rates arith- 
metically as the ones operating for 1968-69. However, 
this imposition is expressly confined to incomes 
exceeding £2,500, not £2,000. Clause 11 (2) directs 
that where the 1969—70 income did not exceed £2,681, 
the surtax is not to exceed 40 per cent of the excess 
of that income over £2,500. Clause 13 imposes corpora- 
tion tax for the financial year 1969 at 45 per cent. 

Clause 14 (1) makes the alterations in the personal 
reliefs which were announced in the Budget and does 
so by substitution of the new figures in the existing 
provisions of the Taxes Act 1970, which consequently 
come into force for the first time with the new figures. 
In the case of the additional relief for widows and 
others in respect of children, section 14 (1) (a) of the 
Taxes Act 1970 is amended by omitting the words 
from ‘except that it does not apply’ to ‘physical or 
mental infirmity’. Again, clause 14 (1) (5) directs that 
section 22 of the Taxes Act (reduced rate relief) shall 
cease to have effect and section 5 is altered accordingly. 

Clause 14 (2) defers the effect of these changes in 
respect of P.A.Y.E. deductions until July 6th, 1970, 
by which time the new and simpler tax deduction 
tables are expected to be available. Clause 15 introduces 
into the ‘Taxes Act references to the National Super- 
annuation and Social Insurance Act, so that benefits 
under contributions under that Act are put on a par 
with benefits and contributions under the National 
Insurance Act 1965. 

Clause 16 carries out Mr Jenkins’s promise of a 
short-term stimulus to investment in industrial 
buildings. It is confined to capital expenditure incurred 
in the two years ending April sth, 1972, on the con- 
struction of a building or structure in such circum- 
stances that a person becomes entitled to an initial 
allowance. In general the initial allowance goes up 
from three-twentieths to three-tenths, i.e., is doubled. 
However, if the building is in a development area or an 
intermediate area: 

(a) on the date on which the capital expenditure 1s 

incurred; or 

(b) if the contract under which the capital expendi- 

ture is incurred was entered into on or after 
April 6th, 1970, on the date on which that 
contract was entered into 

then the new allowance is to be two-fifths. 

Of course, the Government is not really giving any- 
thing away, because the increased initial allowance will 


ACCOUNTANT 


May 7th, 1970 


naturally reduce the eventual balancing allowance, or 
increase the eventual balancing charge. 

Clause 17 covers one and a half pages for the purpose 
of imposing a modified PAYE system upon payments 
made to unregistered subcontractors in the building 
and civil engineering industry. The rate of tax to be 
deducted is 32 per cent, which represents near enough 
the standard rate of tax after deducting the full two- 
ninths earned income relief. As in the case of PAYE 
deductions, the tax deducted in the 12 months before 
bankruptcy or liquidation will be a preferential debt. 
The recipient of the taxed payment will be treated as 
having received the gross amount before tax. On the 
other hand, in so far as the payment is brought into 
account in computing the profit of any trade or voca- 
tion of the recipient, the tax deducted will be treated 
as a payment on account of the liability for tax on 
that trade or vocation. 

The clause directs the Board of Inland Revenue to 
make two sets of regulations: the first set is to deal 
with the provisions for crediting the recipient with the 
tax which he has borne, including provisions for 
repayment where there has been an overpayment. 
The other set of regulations deals with the assessment, 
charge, collection and recovery of tax deductions made. 
Clause 17 does not come into force until April 6th, 
1971, which would seem to be a powerful inducement 
to subcontractors to ask for payment in advance of 
that date. No anti-avoidance provisions are contained 
in the clause to prevent the adoption of such a 
device. 

Section 57 (3) of the Taxes Act restricts the relief 
to be given for interest paid on an overdraft applied in 
improving land or buildings. It provides that no relief 
shall be given in respect of interest on the loan 
falling due more than three years after the end of 
assessment in which the loan is so applied. 

Clause 19 of the new Bill inserts a new subsection 
(3A). This provides that subsection (3) shall not apply 
where the loan is applied in improving land which is: 

(a) farm land or market garden land; or 

(b) woodlands which are managed on a commercial 

basis and with a view to the realization of profits. 

The surprise disallowance of interest, introduced by 
the Finance Bill of 1969, and followed at the Com- 
mittee Stage by complicated exceptions, was obviously 
a hasty measure and the provisions for relief, introduced 
after protest, are particularly difficult. It is not sur- 
prising that the new Bill contains extensive amend- 
ments in paragraph 9 of Schedule 4. 

One particular lacuna was the failure to deal with a 
scheme set up under the Companies Act 1948, section 
54 (1), proviso (b) (financial assistance for company 
employees and salaried directors acquiring shares). 
Schemes of this kind can involve trustees paying 
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interest to the company and being paid a corresponding 
amount of interest by the persons requiring shares. 
Under the provisions as the Finance Act 1969 left 
them, the trustees were liable to tax on interest 
received, but not entitled to any relief for the fact that 
it was promptly paid over to the company, who also 
bore tax on it. This is now dealt with by paragraph 
9 (5) of Schedule 4. 

Another example of legislation introduced in the 
Finance Bill 1969, which had to be hastily and exten- 
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sively amended, was the new scheme of imposing 
estate duty on trustees of settlements where a bene* 
ficiary had died, in particular a beneficiary who was 
the object of a discretionary trust. Clause 32 of the Bill 
is headed ‘Minor amendments as to discretionary 
trusts’ and covers over a page. The section tightens up 
the provisions for liability, but it does not apply to 
deaths occurring before April 15th, 1970. 

The general opinion is that the Bill will have a rapid 
passage through Parliament. 





Social Justice? 


PEN SION schemes set up by employers for their 
employees have hitherto been subject to little 
direct regulation by the Government. They have had 
to satisfy general criteria as to benefits and contri- 
butions applied by the Inland Revenue in approving 
such schemes for tax purposes. Regard has also had to 
be paid to the effect of the National Insurance scheme, 
especially in recent years when it has been possible to 
contract-out of graduated contributions and benefits, 
provided the statutory conditions were met. 

Now, for the first time, the Government is seeking 
to place specific obligations on those employers who 
operate such schemes. For some time past, how 
members should be treated on leaving service has been 
a vexed question. In many schemes, after a stated 
period of service an employee has had the right to 
receive, on reaching retirement age, a proportion of the 
pension he would have received had he remained in 
service. So far as concerns schemes to which the 
employees themselves contribute, in most cases an 
employee leaving service has been able to recover his 
own contributions; in that eveht has forgone any right 
he may have had to a pension. 

The view is held in many quarters that the promise 
by an employer of a pension to an employee is merely a 
form of deferred pay. If this were the case, employers 
who have pension schemes should be able in otherwise 
similar circumstances to pay smaller salaries or wages 
than do those who have no such schemes. There is 


little evidence that this is the case generally. The. 


deferred pay argument has in recent months, however, 
received widespread support from both major political 
parties. 

The Government had already made provision in the 


National Superannuation and Social Insurance Bill at 
present before Parliament for requiring employers 
to 'preserve' pensions for members of schemes who, 
on leaving, satisfy certain conditions as to age and 
service. Such preservation was to be limited to the 
proportion of the pension which was to be regarded as 
accruing in respect of service after the National Super- 
annuation scheme comes into operation. Thus it was 
recognized that employers who had set up pension 
schemes in the past had made financial provision for 
them only in accordance with the obligations they had 
undertaken in the rules of their schemes. 

Last week Mr David Ennals, Minister of Health 
and Social Security, announced a change of policy in 
this matter. A statutory obligation is to be placed on 
employers, from a date as yet unspecified, to increase 
the proportion of the pension they would have to 
‘preserve’ so as to have regard to past service as well. 
He somewhat lightly dismissed the financial effect of 
such a change by saying that it would cost employers 
who are already paying in total over £1,000 million 
a year into such schemes only a further £25 million a 
year. This burden will not, however, fall on all em- 
ployere. It will not fall on those who already make 
provision on the lines envisaged in the proposed new 
statutory obligation; nor will it fall on employers who 
have no pension schemes. Moreover, it will only fall 
on an employer who has such a scheme in respect of 
those of his employees who are members of that 
scheme. 

The Government disclaims any intention of pre- 
venting employees from recovering their own con- 
tributions on leaving service. Experience shows that 
in the vast majority of cases an employee will sacrifice 
much more valuable future rights in order to receive 
an immediate cash payment. Employers with con- 
tributory schemes are thus likely to find the burden 
falling more lightly on them than it will on those 
employers who meet the entire cost of their schemes. 

Many employers when setting up a scheme have 
felt unable immediately to make complete financial 
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provision for that'part.of their employees’ pensions 
which is attributable to past service. 'The effect of what 
is now proposed, especially in such cases, will be to 
diminish the security afforded for their pensions to 


Unequal Partners 


HE Industrial Relations Bill, referred to under 

‘Current Affairs’ this week, includes provisions 
designed to give workers’ representatives access to 
details of a company’s finances during wage negotia- 
tions. The extent of the information to be disclosed 
to trade unions, and the code of practice to which 
employers will be expected to conform, are both still 
nebulous. But the new proposals clearly represent, 
in the words of The Daily Telegraph, ‘another major 
step along the corridor to the boardroom and decision- 
making’. 

Aided by the Royal Mail case, 30 years of Institute 
recommendations, The Accountant Annual Awards and 
several Companies Acts, present-day standards of 
accounting disclosure are fairly comprehensive but 
remembering the traditional weakness of the man 
of modest attainments to suspect what he does not 
immediately understand, one may question the wisdom 
— never mind the value — of attempting to inform 
people beyond their capacity to be informed. 

Some years ago, an internationally-known public 
company took a long hard look at its annual accounts, 
which until then had satisfied the law in a particularly 
uninspired fashion, and redrafted them in an attractive 
brochure more in line with modern thought on 
presentation and disclosure. The preparation and audit 
of those accounts occupied at various stages the best 
endeavours of not less than eight chartered account- 
ants, and the finished product did them credit. ‘They 
had their reward when, in the Press, various financial 
commentators quoted x" different figures of ‘profit’ 
by drawing on most of the possible combinations of 
gross, net before tax and net after tax profits, either 
for the parent company in isolation or for the group as 
a whole. 

Shortly afterwards the company secretary received 
a letter expressing interest and approval of the ac- 
counts, and politely requesting further information. 
Typical of the questions asked was ‘I note that the 
net profit is £x, which at [the then standard rate of 
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those employees who remain in service until retire- 
ment. Can this really be reconciled with claims that 
the Government is merely giving effect to ‘social 
justice’? 





income tax] amounts to £y but the charge for taxation 
is £z. Can you please explain this discrepancy'? 

Dutifully suppressing a horse laugh at the thought 
of levying tax at standard rates without adjustment on 
the profit as shown by the taxpayer's own books, the 
secretary dealt with this trivial inquisition: and the 
only circumstance which makes it worth recalling is 
that the correspondent happened to be a London 
Ph.D. who had some standing as a lecturer in trade 
union circles. If this puerile letter was representative 
of the teacher, what could be expected of his pupils? 

According to a research project of the British 
Institute of Management, quoted by Mr Henry Snell 
in our issue of November 3oth, 1957, barely 1o per 
cent of industrial employees wish to know the facts 
on profits — ‘all money figures of /j100,000 and over 
are equal’. The fact that, of the £3 million above 
quoted, a maximum of {£900,000 was available for 
redevelopment and distribution after providing for 
taxation and the effects of inflation, ‘has its own 
significance to people who believe that those dividends 
go to nine directors'. 

Successful enterprise is, we are told, a partnership 
between capital and labour, and every student knows 
that partnership is the relation between persons 
carrying on business in common with a view of profit. 
There is, however, more than one sort of a partnership. 

The law presumes as between general partners an 
equal contribution to the firm's capital, equal powers 
of management and equal risks of profit or loss. It 
would be pointless to ask, even as a rhetorical question, 
whether dividends should be increased pari passu 
with wage rates, whether any government would 
support a shareholder' investigation of the books to 
see whether the dividend was the best obtainable, or 
whether any trade union would accept a wage reduction 
if profits were insufficient to pay a dividend: merely 
to state these propositions is to recognize their practical 
absurdity. 

On the other hand there is the limited partnership, 
which cannot function without at least one general 


. partner and in which the limited partner's personal 


fortune is not at risk: the limited partner is entitled 
to information, but his powers are advisory and not 
executive. As between capital and labour it is the latter 
whose position (remunerated by fixed wages, which 
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incidentally are preferential for four months in the 
event of a liquidation) more closely corresponds to 
that of a limited partner: but it is the former, in the 
person of the shareholders, who bears the ultimate 
risk of profit or loss and who must remain entitled 
both in law and in equity to the final word. 

It is not only our present overlords who would put 
the limited partner into a general partner’s chair, 
forgetting that rights are correlative with responsi- 
bilities. Mr Edward Heath, leader of the Opposition, 
has recently proclaimed his view that ‘Managements 
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should take their workers into their confidence to the 
utmost possible extent. They should have at least 
the same information as the shareholders.’ If this 
means unrestricted access by workers to the books of 
account (in addition to their existing safeguards on 
payment of wages, unemployment benefits and re- 
dundancy pay) whilst shareholders are left merely 
with the chairman’s statement at the annual meeting, 
then surely Mercutio might well cry, on behalf of all 
neglected shareholders, ‘A plague on both your 
houses!’ 


Opening of Chartered Accountants’ Hall 


T was a royal and memorable day in the history of 

The Institute of Chartered Accountants in England 
and Wales on Wednesday when Chartered Accountants’ 
Hall in Moorgate Place, London, was opened by 
HM Queen Elizabeth, the Queen Mother. 

Surmounted by a nine-storey tower block, the build- 
ing occupies the site of, and is adjacent to, the former 
Hall which was the Institute’s headquarters for some 
70 years. In fact, the part of the old building fronting 
Moorgate Place and including the famous Hamo 
Thornycroft sculptured frieze depicting the arts, 
crafts, sciences and commerce, has been retained and 
the whole complex presents a pleasing architectural 
blend of old and new. 

The Queen Mother, accompanied by her private 
secretary, Sir Martin Gilliat, and Ruth, Lady Fermoy, 
lady-in-waiting, was received on her arrival at the 
main entrance in Moorgate Place by the Lord Mayor, 
Sir Ian Bowater, Kt, D.s.o., T.D., Mr R. G. Leach, 
C.B.E., F.C.A., President of the Institute, and Mr C. 
Evan-Jones, M.B.E., the Secretary, who then con- 
ducted Her Majesty to the Members’ Room. Among 
those assembled there were Mrs R. G. Leach, who 
offered Her Majesty a bouquet, the Lady Mayoress, 
with the Sheriffs and their ladies, the Bishop of London 
and Mrs Stopford, the Deputy President of the Insti- 
tute and Mrs Croxton-Smith, and the Vice-President 
and Mrs Walton, all of whom were presented to the 
Queen Mother. 


Opening ceremony 

The Queen Mother was then escorted to the restaurant 
for the opening ceremony. After the playing of the 
National Anthem by the Band of the Coldstream 
Guards, the President expressed the appreciation of 
the Council and members of the Institute to Her 
Majesty for graciously consenting to open the Hall. 
It was, said the President, particularly fitting that a 
member of the Royal Family should be present at 
such a momentous period in the history of the pro- 


fession. The new Hall, he said, was a material expres- 
sion of both the important present role of accountants 
and of the future plans for the development of the 
profession. 

The increasing pace of modern business brought its 
problems, not least to chartered accountants who were 
concerned with the assessment of the financial per- 
formance or the potential of a business unit. But it 
also brought new opportunities for aiding and in- 
fluencing the future of industry and commerce in 
Great Britain and overseas. They in the accountancy 
profession, the President assured Her Majesty, were 
well aware of their duty and responsibility in this 
respect and were taking active steps to ensure that the 
Institute played its full part in the 7os. 

In a short speech the Queen Mother then declared 
Chartered Accountants’ Hall open. 

The architect, Mr W. Whitfield, and Mr D. Jardine, 
managing director of Holland & Hannen and Cubitts 
Ltd, the contractors, were then presented to the Queen 
Mother who was taken on a tour of the building. 
First she was shown the Library, where some of the 
staff were presented to her. Then, taking the lift to 
the fifth floor, she visited the Council Chamber and 
signed the visitors' book. 


Commemorative plaque 


The Queen Mother was then conducted to the Great 
Hall where she was entertained to luncheon by the 
President and members of the Council. Before the 
lunch the Queen Mother pressed a button on the table 
to switch on a spotlight which illuminated a com- 
memorative plaque on the grand staircase. The 
inscription on the plaque reads: 


CHARTERED ACCOUNTANTS' HALL 
This building was opened by HM Queen 
Elizabeth, the Queen Mother, on May 6th, 
1970. 
At the soselelor of the lunch the President, on behalf 
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The Great Hall where, after the opening ceremony, the Queen Mother was entertained to luncheon by the President and Council 
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of the Institute. 


of the Institute, presented Her Majesty with an 
inscribed silver salver. 


Banquet 


In the evening the Institute gave a banquet at the 
new Hall which was attended by many distinguished 
guests representing Parliament, the Government and 
the public service; the civic authorities of the City, 
the professions, commerce and industry. 

The toast of the Institute was proposed by Mr 
Desmond Ackner, Q.c., President of the Bar Council, 
to which the President of the Institute replied. Mr 
John Diamond, P.C., F.C.A., M.P., Chief Secretary to 
the Treasury, and Mr Jeremy Thorpe, P.C., M.P., 
responded to the toast of the guests proposed by the 
Deputy President, Mr C. Croxton-Smith, M.A., LL.B., 
F.C.A. 


Members’ facilities at the Hall 


After June 8th, members of the Institute, for the first 
time, will have facilities available to them that were 
previously non-existent. A quick, light, hot or cold meal 
may be obtained from a snack-bar by those who do not 
wish to avail themselves of the air-conditioned res- 
taurant. The restaurant itself seats up to 100 at a time, 
and will provide table d'hóte and à la carte lunches. 
Members will also be able to book the restaurant 
for dinners, and the snack-bar for cocktail parties in 
the evenings at a reasonable cost; and if they should 
wish to entertain guests during the day, there will be a 
well-furnished 'club room' for this purpose, where 
coffee, tea, and drinks will be served. The problem of 
changing in the City for formal functions will be solved 
by the provision of changing rooms and shower 


cubicles which may be booked by members when 
required. 

In a nine-storey building it would be a grave omission 
if there were no interviewing rooms, and so on the 
seventh floor there are rooms of various sizes to cope 
with interviews, meetings and conferences involving 
from four to ten people. There will be a small charge 
for this accommodation. 


Great Hall 


The Great Hall has a seating capacity of 400 for 
meetings and 225 for dinners and is suitable and 
available for hire by members for such functions as 
receptions, private dinners, company meetings, and 
lectures. Provision has been made for projection 
equipment and visual aids for film shows and lectures. 

The reference library has had a phenomenal 
attendance over the years and that is why considerable 
accommodation has been allocated to it — refreshments 
will be served there, too. 

No general exodus from the present premises in 
Goswell Road and Old' Street is contemplated, and 
the large lending library is being maintained at City 
House, Goswell Road. At the same time, books may be 
ordered from Chartered Accountants' Hall in Moor- 
gate Place and will be available there 24 hours later. 


Early history 


Moorgate Place in 1970 is pretty well at the hub of 
the corporate and financial life of the City; within a 


eshort distance are the Bank of England, the Stock 


Exchange, Mansion House and Guildhall, besides the 
principal offices of many professional firms, finance 
institutions and business houses. A far cry, indeed, 
from the year 1893 and the opening of the original Hall 
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built to the design of Mr John Belcher. A member 
of the Institute writing to The Accountant in 1892 
described the site at that time as ‘a back yard in 
Moorgate Street on the outskirts of a costermonger 
slum'. 

It is not out of place to refer here to A History of the 
Hall of The Institute of Chartered Accountants in 
England and Wales by John H. Stern, M.A.1 According 
to Stern, the Hall was built on the site of the Old 
Coleman Street Buildings which were pulled down to 
make room for it, and stood near the course of the 
Wallbrook. 

By the beginning of the sixteenth century, states 
Stern, the Wallbrook is shown as flowing across open 
meadowland outside the City wall with footpaths and 
a bridge near Moor Gate. The earliest reference, 
however, to any building near Moorgate Place was to 
Bricklington Court, which was near the present 
passage-way connecting Moorgate to Moorgate Place. 
A map of 1666 shows Bricklington Court and also 


! Published by Gee & Co (Publishers) Ltd, price 155. 
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Swan Alley, and a century afterwards there ‘were 
references to "The New Buildings’ - later to be known 
as Coleman Street Buildings. 

Towards the end of the seventeenth century con- 
siderable impetus was given to London trade by the 
reformation of the coinage, the work of the merchant 
adventurers and the influx of refugee silk weavers from 
Flanders, not to mention the discovery of America 
and a new passage to India, all of which contrived to 
increase the importance and wealth of the City. 

Trade expanded during the following century, the 
industrial revolution produced an even greater tempo 
of development, and in 1824 the great period of 
reconstruction began. During this time people, at first 
residentially, and then commercially, resided at Cole- 
man Street Buildings, the first accountant being Mr 
Thos Weddell who took offices there in 1843. 

The name of Cooper featured quite prominently in 
the records as tenants of the Buildings, and when 
]. Cooper and T. H. Wintle became fellows of 'The 
Institute of Chartered Accountants in England and 
Wales on its incorporation in 1880, the arrival of this 


Exterior and interior views cf the Copthall Avenue entrance to Chartered Accountants' Hall. 


THE 
680 ACCOUNTANT May 7th, 1970 


firm of accountants acted like a beacon to others in the 
profession. Naturally, there were movements of 
tenants, but eventually they were all obliged to move 
out and make way for the great scheme of reconstruc- 
tion which was to see the rise of the Hall in 1893. 

At the time of the opening of the first Hall there were 
only 1,500 members of the Institute; if integration 
with the other accountancy bodies is accomplished 
this year there will be 72,000. 

'The most critical part of the construction of Char- 
tered Accountants’ Hall was completed in July of last 
year and the traditional ceremony of 'topping-out' 
was carried out at the end of that month by the 
President of the Institute, as reported in The Accountant 
of August oth. At that ceremony tribute was paid to 
Mr William Whitfield, the architect, for his imaginative 
conception and for the architectural harmony between 
the old and the new which he has so successfully | 
achieved. His ideas have been crystallized by the skill wr Henry Robinson, F.C.A., President of the East Anglian Society 
and craftsmanship of Holland & Hannen and Cubitts of Chartered Accountants (right), presents a silver fruit bowl to 
Ltd, the construction company (of which Mr Owen Mr R. G. Leach, C.B.E., F.C.A., President of the Institute, for 


š i i gea inclusion in the special collection of modern silver being made 
CA: n) into the building o ole i I 
Jones, F.C.A., is the chairma ) into the building f an for use at Chartered Accountants' Hall. The presentation took 


incomparable professional and social home of which place on the occasion of the Society's annual dinner reported 
every member of the Institute can be proud. in last week's issue. 








A complete range of modern silver — some of the items are pictured above — has been designed by Mr Gerald Benney for the new 
headquarters of the Institute at Chartered Accountants' Hall. The collection has been financed by generous donations from members 
of the Institute and outside donors. 

Mr Benney, who is a leading designer of modern silver, was commissioned to produce all the silver for use in the Great Hall, and he 
is building up a most attractive and harmonious collection for the Institute. This type of 'total' commission is very rare and Mr Benney 
has been able to adopt a common style for the whole range of plate to blend with the architectural features of the Great Hall and to 
provide a distinctive design for the Institute's silverware. 

The centrepiece of the collection — also in the centre of our picture — was conceived as a table sculpture based on the subject of 
organized growth. It is made of silver and 18-carat gold set with teurmalines and peridots to give richness and detail to the top table; 
the sculpture rests on a bowl, the inside of which acts as a reflector, emphasizing the floating effect of the stones and silver. The 
collection also includes three-, two- and single-branch candlesticks, water beakers, sugar shakers, cruet sets, ash trays and lighters, 
water jugs, wine coasters, coffee pots, and salvers. 

The whole range illustrates Mr Benney's distinctive style of texturing, which not only links the collection together visually but also 
ensures that finger marks will not show during use. The Institute's coat-of-arms is reproduced on all the pieces. 
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Irish Institute's New President 


R DARWIN H. TEMPLETON, F.c.a., of 

Belfast, was elected President of The Institute 
of Chartered Accountants in Ireland at the eighty- 
second annual meeting of tbe Institute held in Dublin 
last Saturday. 

Mr Templeton, who is 
aged 47, was educated at 
Rocavan School and Bally- 
mena Academy and was 
articled to Mr William H. 
Smyth, of Smyth, Drean 
& Co, Chartered Account- 
ants, Belfast. He obtained 
second place in both the 
Intermediate and Final ex- 
aminations and in 1946 
joined Ashworth Rowan & 
Co, becoming a partner in 
the following year. He js 
now senior partner in Ash- 
worth Rowan Craig Gardner & Co, of Belfast, and a 
partner in Craig Gardner & Co, of Dublin (both firms 
are closely associated with the international firm of 
Price Waterhouse & Co). He also holds directorships 
in a number of companies. 

Mr Templeton was elected Chairman of the Belfast 
Society of Chartered Accountants for the year 1961-62 
and was co-opted to the Council of the Institute in 
November 1963 where his main work and interest has 
been in the recruitment, education and training of 
students. This interest in education was evidenced 
much earlier in his career when he lectured for several 
years to chartered accountant students on advanced 
accounting and mercantile law. 

Outside his professional and business life, Mr 





Templeton's interests include motor racing, music ° 


and ‘an occasional game of golf’. 

' The’ new Vice-President, Mr Niall Crowley, r.c.A., 
is senior partner in the firm of Kennedy Crowley & Co, 
Chartered Accountants, of Dublin. | | 
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Government Approach on Computer 
Controls 


! =< Government proposes "unn the profes- 
sional accountancy bodies on the need for specific 
computer audit and control procedures to be laid down 
in a new Companies Act. This was stated in a written 
Parliamentary reply this week to Mr K. Stainton 
(Cons., Sudbury and Woodbridge) who had envisaged 
the possibility of frauds in conjunction with the 
development of computer accounting. 

Whilst governmental initiative in seeking consulta- 
tion with the profession is always welcome, there is 
already a developing body of professional literature on 
computer audit and controls, including the 'Statements 
on Auditing’ Nos 14 and 15 by The Institute of 
Chartered Accountants in England and Wales (The 
Accountant, December rith and 18th, 1969) and 
several of the papers presented at last October’s UEC 
Congress in Copenhagen by Mr David Bruce, C.A., 
and others (The Accountant, October 18th). The 
profession has also taken the view. in previous cases 
that, where an audit is to be performed by a qualified 
professional auditor, it is inappropriate to lay down 
regulations as to the manner in which the audit shall 
be carried out. This principle has been established at 
least since 1953 (see, for example, the English Institute’s 
Members’ Handbook, section Pr, paragraph 25) and 
there is nothing to indicate that different considera- 
tions apply to computers. 

The offence of false accounting under section 17 
of the Theft Act 1968 (The Accountant, September 
7th, 1968) is drawn widely enough to embrace the 
most sophisticated forms of data processing, whilst it 
was held in R. v. Solomons ([1909] 2 KB 980) that 
falsification of mechanical means of recording was an 
offence against the then current Falsification of Ac: 
counts Act 187 5- 


Questions in Parliament 


ROPOSALS for improving business management 
in the EEC and for the creation of a European 
management and training foundation are the subject 
of a question in the Commons next Monday. Mr David 
Howell (Cons., Guildford) will ask the Minister of 
Technology what study his ministry is making of the 
possible implications for the United. Kingdom of these 
measures, proposed by the EEC Commission in its 
memorandum on industrial policy issued in March, 
Mr Howell also has a question down for written 
reply by the Minister on that day asking for a study of 
the implications of the Commission's proposals about 
free access to public contracts in the EEC. 

Mr Tim Fortescue (Cons. Liverpool, Garston) 
suggests, in a question on Tuesday, the use of the 
National Giro for the payment of Government depart- 
ment salaries and pensions, and for other financial 
transactions, The question opens with the words ‘in 
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view of the recent increase in the cost to the Paymaster- 
General's office of such transactions’. Mr Fortescue 
is also asking the cost to the Exchequer of each pay- 
ment by the Paymaster-General on behalf of a Govern- 
ment department. 


Hudson’s Bay goes Non-resident 


ien Hudson's Bay Co has received the 'Treasury's 
consent to its application to become resident in 
Canada in place of the United Kingdom. Once this 
change of residence becomes effective and, as is 
expected, its dividends are made payable in Canadian 
dollars, the company's shares will be 'foreign currency' 
securities for all UK exchange control purposes. 

Special interim measures are applied to these shares 
under the terms of a notice (EC 8, Supplement No. 2) 
issued by the Bank of England last Friday. Payments 
by residents to non-residents for the purchase of 
Hudson's Bay shares will have to be made with invest- 
ment currency or with the sterling proceeds of the 
sale of investment currency to an authorized bank. 
Proceeds of the sale of shares by residents to non- 
residents during the interim period will not rank as 
investment currency and must be surrendered to an 
authorized bank at the current market rate. 

It is intended that these arrangements will apply 
temporarily until Hudson's Bay shares become foreign 
currency securities. A further exchange control notice 
will then be issued by the Bank of England. 


Fostering Industrial Relations ? 


T would be understandable if the average citizen 

seeing a copy of the Government's Industrial 
Relations Bill believed it was concerned to legislate 
for harmony in industrial relations. In the event, 
however, its contribution to that objective is likely 
to be negligible. 

Its origins are to be found in the Donovan Report — 
ie, the Royal Commission on Trades Unions and 
Employers' Associations — from whose recommenda- 
tions the Government produced the White Paper 
In Place of Strife. 'That particular document proposed 
legislation which, it was hoped, would check the spate 
of unofficial strikes and give the employers some 
protection against unilateral breaches of collective 
agreements. Readers will recall the outcome of the 
debate which ensued and the Government's defeat on 
these major issues by the trades unions. 

It is therefore difficult to believe that the present 
Bill with its 97 clauses and eight schedules has any- 
thing significant to contribute to the creation of in- 
dustrial harmony. It establishes the Commission on 
Industrial Relations as a statutory body so that it 
cannot easily be removed in the event of a change in 
government. The Commission will examine disputes 
and questions relating to industrial relations, but will 
not be able to do anything to ensure compliance with 
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its recommendations. Employers will be required to 
recognize and negotiate with trades unions if the 
Commission so recommends, and, in this case, the 
Secretary of State is empowered to make an order to 
effect compliance with the recommendation. 

The same powers of enforcement upon employers 
are granted the Secretary of State in connection with 
the disclosure of ‘any information in the employer’s 
possession which, it would be good industrial relations 
practice (having regard to the code of practice) to 
disclose in those negotiations’. Employees will, if 
they regard themselves as unfairly dismissed, have a 
right of appeal to an industrial tribunal to determine 
rights under the Redundancy Payments Act. Such 
an employee may be awarded either compensation or 
be reinstated. 

Loans and grants up to £3 million may be made to 
trades unions to assist ‘with measures to improve 
efficiency’ subject to the advice and help from a Trade 
Union Development Advisory Committee whose 
accounts will be laid before the Comptroller and 
Auditor-General. 


Take-over Panel Reports 


E the year ended March 31st, 1970, the 
executive of the Panel on Take-overs and Mergers 
was concerned with take-over or merger proposals 
made in respect of 335 companies, of which 302 were 
quoted on a stock exchange. Rather more than half 
of the proposals gave rise to consultations with the 
Panel, the initiative for which came from the com- 
panies concerned or their advisers. In addition, the 
Panel's executive raised points on numerous occasions, 
with the result that ‘altogether some 80 per cent of the 
total were the subject of consultations or Panel in- 
quiries’. There was, in short, a ‘high level of con- 
sultation throughout the year' and rulings given by the 
Panel executive were accepted in all but four cases. 

Among other points from the annual report of the 
Panel — which, according to its Chairman, Lord 
Shawcross, ‘is steadily acquiring more experience 
in the administration of the Code’ which is being 
‘constantly improved by amendment and clarification’ — 
is a statistical summary of the outcome of the 392 
proposals involving change of control. Of that total, 
195 take-over bids were recommended by the 
directors for acceptance by shareholders or were unop- 
posed from the outset, while 17 were opposed but later 
recommended. A further 41 were opposed throughout 
and 25 were withdrawn before the issue of documents, 
while 27 others were mergers by scheme of arrange- 
ment. The balance of 87 included offers and schemes of 
arrangement involving minorities, and preference 
issues. 

The report discusses the problem of profits fore- 
casts and considers that the ‘difficulty most frequently 
encountered is that of reconciling the three elements 
common to most bid situations, i.e., the need for haste 
in preparing attack or defence, the requirement of 
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full disclosure and the rules of the Code, although 
nothing in the Code requires a bidder to make a 
forecast’. 

The Panel believes it is too early as yet to determine 
whether or not the requirement that auditors and 
financial advisers should be publicly associated with bid 
forecasts has had the desired effect. It believes, however, 
that ‘the incidence of over-forecasting is less than it 
was’. The Panel considers it would be a retrograde 
step if as a ‘consequence of abuse by the few, the 
profits forecast in the take-over context had to be 
prohibited to all, as indeed it is in the United States’. 
It is the Panel’s view that ‘directors’ opinions on 
the immediate future profitability of a company are the 
most important single element in the formation of the 
decision to invest or to disinvest in that company’. 


Closure of Banks in Ireland 


FIER eight weeks of discussions and disputes over 

the meaning of the ambiguous words ‘extraordinary 
circumstances’ (which the Irish Bank Officials’ Associ- 
ation claims included an abnormal rise in the con- 
sumers’ price index) the end came suddenly. The Irish 
Banks Standing Committee declared that it was 
impossible to continue to provide even a restricted 
service and announced the closure of al] banks in the 
Republic from May rst until further notice. 
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About 7,000 officials who had been retained on a 
day-to-day basis since March 23rd became un- 
employed and 3,000 of them are reported as going to 
England to take up temporary employment for the 
duration of the closure. 

The IBOA has no official strike fund but it holds 
substantial defence funds for emergencies. As men- 
tioned in ‘Current Affairs’ on March 12th, restricted 
hours have been worked since March 2nd and a back- 
log of uncleared cheques estimated at nearly Ze million 
has accumulated. 

Negotiations between the banks and the IBOA have 
ceased. The banks have continually expressed their 
wilingness to reopen discussions, but the IBOA 
insists on prior acceptance of two conditions: first, a 
cash payment on or after June 28th, and secondly, 
negotiations on the 25 per cent salary cut imposed (as 
reported in this column on April 2nd) by the banks in 
line with the reduced hours worked since March 2nd. 


PPBS for Education 


FOR all the attention that is currently being devoted 
to the technique known as 'planning-programming- 
budgeting systems’, it is just as well to remember that 
PPBS is not so much a technique as an approach to the 
attainment of optimum allocation of resources. Its 
distinctive feature is that it enables planned expendi- 


=z 


Xy Sa 


A 


President's Dinner. Mr 3 A. Lediard Smith, F.A.C.C.A., Presidegt of The Association of Certified and Corporate Accountants, gave 


a dinner in Haberdashers’ Hall, London EC2, on Monday of last week. The distinguished company was representative of the Govern- 
ment and the public service, the professions, the City and industry. 

Pictured with Mr Lediard Smith (centre) are /eft to right: Mr R. P. Crout, F.A.C.C.A., Vice-President of the Association; The Rt Hon. 
Roy Mason, M.P., President of the Board of Trade; The Viscount Brentford, and The Rt Hon. John Diamond, P.C., M.P., F.C.A., Chief 


Secretary to the Treasury. 
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ture to be analysed by the purposes for which it is to be 
spent, and to be related to the results which it is 
expected to achieve. By attracting attention to ob- 
jectives, it can suggest improved methods of evaluating 
the success of a programme of expenditure. It also 
provides a framework for assessing systematically the 
use of resources, and cuts across traditional demarca- 
tion lines which sometimes obscure the essential issues. 

A new study, Output Budgeting for the Department 
of Education and Science (HMSO £1 10s) is the result 
of an inquiry to determine whether or not it was 
practical and desirable to introduce PPBS — or what 
this particular report refers to as ‘output budgeting 
systems’ — for some or all of the fields in which the 
Department of Education and Science is responsible. 
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Since education nowadays takes a larger share of public 
sector expenditure than any other service, the relevance 
of the new technique is self-evident. 

The report is concerned primarily with the feasibility 
of introducing PPBS rather than recommending 
whether such systems should be introduced. Further- 
more, the emphasis throughout is on what methods the 
DES could use in the discharge of its own responsibili- 
ties. There are no standardized methods or techniques 
in this field. The report concludes that it is practicable 
to introduce such systems by the classification into 
blocks of various activities and, to this end, expenditure 
forecasts in connection with the public expenditure 
survey are to be worked out. 

There is no doubt, as the authors of the report hope, 





THIS IS MY LIFE 


Post Hoc, 
Propter Hoc 


by An Industrious Accountant 


HE accountancy profession has comé in for some 

harsh criticism over the years, and all too rarely 
are tributes bestowed for the benefits we accountants 
have helped to establish. How far we have helped or 
whether, in fact, we can take all the credit, is hard to 
say, but certainly the evil our critics say we have done 
lives on with us, while the good has been interred with 
our predecessors’ bones. 

"The benefits are evident in the financial security of 
society today,- a security that would be thought 
incredible by our grandfathers. The evidence is 
irrefutable when we read this present generation’s 
literature. The human problems it chronicles are those 
affected by such varied traumatic crises as war, crime, 
espionage, sex in its numerous legal or illicit heart- 
aches, political ideologies, racism, scientific dis- 
coveries, health hazards and so on. But the bogeyman 
of last century, the horror always lurking ominously 
outside the window, has vanished. 

The horror was destitution — sudden, undeserved 
and lethal, striking mercilessly at the defenceless. 
There is scarcely a work of Victorian fiction but 
chronicles its ravages, nor a family but was vulnerable. 

Dickens told ‘of it. In Nicholas Nickleby in 1839 ` 
Nicholas pere speculated, but the bubble burst. Four 
hundred nobodies were ruined and he was among 
them. The shock killed him. Young Nicholas faced 
the hell of Dotheboys Hall with Mr Squeers at £5 
annual salary, plus keep (so called) to keep himself 


alive. True, he won his way later to a post in the 
counting-house of the Cheeryble Brothers at {£120 
per annum, but he and his family had suffered sorely 
by then. 

To young David Copperfield, articled to a pros- 
perous firm of solicitors, came his wealthy Aunt Betsy 
Trotwood to tell him she was wealthy no longer. She’d 
invested in a bank. But the bank was at the other end 
of the world, and it tumbled into space '. . . and never 
will, and never can pay sixpence, and Betsy's six- 
pences were all there, and there's an end of them’. 
So David's world vanished into smoke and all he could 
find was a job as secretary to a doctor working on a 
dictionary, at {70 per year. 

It was a bank’s failure that ruined poor old Miss 
Mattie in Mrs Gaskell’s Cranford. The Town & 
County Bank had paid 8 per cent for years, but when 
the drapery shop refused to take its £5 note one 
morning, she knew the worst. Her sixpences were 
gone, too, and her income would be £13 yearly from 
then on. It wasn’t ee enough for a lady to live on, 
even in 1853. . 

Of course, it was just as easy to be ruined in “fiet 
as in fiction. In 1847, the Duke of Buckingham fled 
to the continent; his personal liabilities amounted to 
£1,800,000 and his creditors bore the brunt. In 1849 
came the financial collapse of Hudson, the Yorkshire 
railway king; the public'again lost their money. There 
is no shortage of other and similar examples. 

In those days the defrauded innocents who had no 
other resources were left with little alternative but 
to starve slowly in attics, in workhouses, in dark alleys, 
or in debtors' prisons. Their fate, voiceless and ABHOR, 
is a dark chapter in our history. 

If the situation is different today — when accounts 
are scrupulously audited and shareholders are so much 
. better briefed, when the law is vigilant and the Welfare 
State is compassionate — is it not that our profession’s 
ceaseless pressure for improvement is at least partly 
responsible? If these reforms followed after us, and our 
clamour, perhaps they followed because of us. 
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that the quality of public debate on education will be 
considerably improved by providing authoritative 
material and projections based on stated assumptions 
which are the essence of PPBS. 


Ceylon Company Loses Tax Appeal 


Ts E Judicial Committee of the Privy Council on 
April 29th dismissed an appeal by Woodend 
(KV Ceylon) Rubber and Tea from the Ceylon 
Supreme Court, concerning the company's liability 
to an additional 334 per cent tax imposed in Ceylon. 

The Privy Council found that this tax was a tax to 
which the company became liable when dividends had 
been distributed, and was a further tax on its profits. 
The dividend itself was not the subject-matter of the 
tax, but was the condition of the tax being levied on 
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-the company. This was so despite the provisions for 


recoupment. It followed that the tax could not be said 
to be 'taxation chargeable in connection with.or in lieu 
of the taxation of. dividends’. Nor was it a ‘tax in the 
nature of an undistributed profits tax on undistributed 
profits of the company'. 

As the company was not resident in Ceylon, the 
remittances it had made outside Ceylon attracted a 
further Rs35,893 in tax. Had it been resident in 
Ceylon, the tax would have been Rs159,580. The 
company had argued (according to the Financial Times, 
April 3oth) that an Act passed in 1959 in Ceylon, When 
it referred to a ‘non-resident company’, excluded 
companies to which the 1950 double-tax agreement 
applied. This argument was rejected, on the ground 
that the 1959 Act was of a very comprehensive charac- 
ter, introducing a number of radical changes in the 
tax law of Ceylon, and must be given ts full meaning. 


institute's Approach to Accounting 


OME indication of the thinking and approach to 

the subject of accounting standards by the Council 
of The Institute of Chartered Accountants in England 
and Wales, following the publication of their Statement 
of Intent last. December (The Accountant, December 
18th) was revealed last week. The Institute used the 
occasion of the launching of its Survey of Published 
Accounts (referred to in last week's leading article 
‘Precept and Practice’) to brief the press on its plans 
to implement the Statement of Intent and to explain 
its attitude to some of the current problems facing the 
profession. The President, Mr R. G. Leach, C.B.E., 
F.C.A., was in the chair, supported by:two members 
of the Council, Mr Stanley Dixon, M.A., F.C.A., and 
Mr Douglas Morpeth, T.D., B.COM., F.C.A. , . 

. Introducing the discussion, the President disclaimed 
any intention of prescribing a rigid format for company 
accounts: even if this were possible, alternative forms 
would be necessary for different types of business,.and 
in any eventa firm prescription in such matters would 
stultify progress. 

Standards. of financial reporting had ‘been much 
improved in recent years under the impetus of com- 
petition, press comment, The ‘Accountant: Annual 
Awards and the Institute recommendations. Neverthe- 
less, the .Survey illustrated a number of variations in 
accounting: practice which.in his opinion could and 
should be -reduced and narrowed. These areas of 


Standards 


In regard to the treatment of fixed assets, reserves, 
and treatment of taxation in accounts, the position 
was more satisfactory, and Mr Leach attributed this 
largely to recent Institute recommendations. On the 
other hand, the information at present disclosed on 
depreciation, stock and work-in-progress and goodwill 
was generally of bttle value. 

Against this background, the Institute proposed to 
review its previous recommendations so as to reduce 
the number of alternatives available; to issue new 
recommendations where variations exist at present; 
and to recommend disclosure of the accounting bases 
adopted when significant items (such as, for instance, 
long-term contracts) depend substantially on judge- 
ments of value. 

Recommendations by the new Accounting Standards 
Steering Committee would be issued as 60-day ex- 
posure drafts for comment by a wide range of interested 
users of accounts before any definitive s statement was 
issued by the Council. 2 

Mr Leach warned his hearers not to "epee too 
much in the short term; he reminded them that the 
American: Accounting Principles Board issued only 


15 opinions in the course of its first ten years. The 


Institute had a list of 19 titles under consideration in 
a five-year programme, and although the order of 
priorities had not been finally settled, work was 
currently proceeding on 12 of them. The full list was 


variation included undistributed profits of associated, given as: 


companies; exceptional and prior year items; work in 
progress on long-term ‘contracts; goodwill and pre- 
acquisition profits on . acquisitions and mergers; 
research and development expenditure. 


Disclosure of accounting bases’ 

Form and content of profit and loss account 
Form and content of balance sheet 

Treatment of extraordinary and prior year items 
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Changes in accounting bases ` - 

Treatment of investments in the accounts of trading 
companies and industrial holding companies 

` Treatment of income of associated companies 
. Fundamental principles of inventory valuation 

Fundamental principles, form and content of group 
accounts 

Accounting for mergers and acquisitions 

Accounting for contract work-in-progress 

Fundamental principles of a Sa 

Earnings per share 

Accounting for research and development 

Accounting treatment of pension funds in company 
accounts 

Form and content of pension fund accounts 

Accounting for changes in the Dette power of 
money 

Fundamental objects and principles of peanuts financial 
statements 

Accounting for goodwill. 


Of these, the first paper was expected to appear by 
the end of June and would deal with the undistributed 
income of associated companies. 

In reply to questions, Mr Leach agreed that not all 
of the new recommendations would necessarily be 
popular, and that the testing time would come when 
industrialists and business generally had their first 
opportunity to comment on the exposure drafts. The 
initial response, however, to the Statement of Intent 
from City institutions and the CBI had been ‘en- 
thusiastic'. 

Mr Dixon, speaking as chairman of an industrial 
concern as well as an accountant, referred in parti- 
cular to Professor Stamp's views as expressed in his 
recent book Accounting Principles and the City Code 
(The Accountant, April 16th). He doubted, however, 
whether clarification of accounting principles would 
do very much towards eliminating the incidence of 
those problem cases which had reached the headlines. 
So long as managers remained human beings, he said, 
there could be no guarantee that such incidents would 
not recur. 


Problem cases 


Professor Stamp had suggested that companies 
should show for each item ‘the highest and lowest 
figures . . . had the two extreme sets of generally 
accepted accounting princ'ples been used in valuation’, 
If this implied that arbitrary bases of valuation were 
selected almost at random, then it showed a complete 
misapprehension about the presentation of accounts. 

Manufacturing activity was essentially a continuous 
process, and the -preparation of annual accounts was 
a slice from that continuous activity — 
all things, by the time it takes the earth to move round 
the sun’. It was of no significance to attempt to ‘value’ 
fixed assets apart from their function. _ 

Drawing upon his own experience, Mr Dixon in- 
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Stanced a unit of chemical plant installed at a cost o 


£1 million which, so far from increasing in value with 


the decline of the £, would become worthless once it 
was put out of use and might be sold for a scrap price 
barely sufficient to cover the cost of dismantling. 

The significant matters were not accounting prin- 
ciples themselves, but the management decisions 
which were translated into figures for presentation to 
the shareholders. Accepting the basic assumption of a 
company continuing to trade as a going concern, the 
extreme 'high' and 'low' values for each item were 
meaningless provided that the same bases of valuation 
were maintained consistently over a lengthy period. 

Mr Dixon was questioned on the position of auditors 
vis-a-vis the directors. He emphasized the responsi- 
bility of directors for financial decisions, and that this 
responsibility could not be abdicated or delegated to 
the auditors. It is evident that this is a point which is 
commonly misunderstood by the layman and by some 
commentators outside the profession. Mr Dixon said 
he was in favour of narrowing the choice of accounting 
standards to achieve a greater degree of uniformity in 
accounts, but the exercise of the auditor's professional 
judgement in particular situations would stil] be 
required. 


Auditor's duty 


The third speaker, Mr Morpeth, was concerned with 
the auditor's independent duty of reporting whether, 
to the best of his professional opinion, the accounts 
showed a true and fair view. The terms ‘auditor’ and 
‘accountant’ were sometimes confused, but the auditor 
as such was not responsible for the preparation of. 
accounts. Clearly the auditor was in a position of some 
influence and must work closely with the directors, 
but it was primarily the directors’ responsibility to set. 
up such a system of internal control as would ensure 
an adequate flow of information and safeguard the 
company's assets. 

Nor was the auditor responsible for profit forecasts, 
where sales estimates in particular could only be 
informed guesswork. He could do no more than satisfy 
himself that the accounting bases were reasonable and 
consistent with those previously applied. In the nature 
of things, an accountant's scrutiny of the underlying 
details of a forecast would lead to its being prepared 
more carefully. 

The difference between directors’ and auditors’ 
responsibilities was important, and applied in practice 
irrespective of the size of the client company. The 
Institute had a booklet in preparation on “The Finan- 
cial and Accounting Responsibilities of Directors’. 

Besides its machinery to deal with specific aspects 
of accounting standards, the Institute was setting up a 
working party to study the basic purpose and meaning 
of accounts. This would be a matter of pure research 
and study on a long-term basis, and would proceed in 
parallel with the main work of the Accounting Stand- 
ards Steering Committee. 


May 7th, 1970 


Professional Indemnity Insurance 


1 has been a marked increase in negligence 
claims over the last ten years. Ignoring for the 
moment Professional negligence claims and looking at 
ordinary negligence claims, e.g., against motorists for 
motor accidents, employers for industrial injuries, and 
by third parties who have sustained some loss or 
damage because of the fault of some other person, the 
number of claims has been increasing every year. 

For a while the professions were sheltered against 
this spate of claims since because of their personal 
relationship with their client, there was a natural 
reluctance on the part of the client to bring a negligence 
claim against his professional adviser. Unfortunately 
this situation no longer applies today and like negli- 
gence claims against the motorist and the employee 
against his employer, they increase year by year. 

The standard of care expected from accountants or 
any other professional man was expressed over roo 
years ago in the case of Lanphier v. Phipps ((1838) 8 
C & P 475), where the Court said: 


‘Every person who enters into a learned profession 
undertakes to bring to the exercise of it a reasonable 
degree of care and skill. He does not undertake if he is 
an attorney that at all events you gain your case, nor 
does a surgeon undertake that he will perform a cure, 
nor does he undertake to use the highest possible degree 
of skill. There may be persons who have higher educa- 
tion and greater advantage than he has but he under- 
takes to bring a fair, reasonable and competent degree 
of skill.’ 


What is a fair, reasonable, and competent degree of 
skill can only be decided from the facts of each case 
but in so far as accountants are concerned, the Courts 
on occasions seem to be looking for something very 
much more than a fair, reasonable and competent 
degree of skill. Perhaps this is a tribute to the position 
accountants occupy in modern life. 


Undoubtedly the number of professional negligence 


claims against accountants has increased considerably, 
making professional negligence cover essential. One 
does not have to look very far to see why there has 
been this increase in claims. For a start, the public 
are far more claims conscious than ever before and as 


soon as they sustain any loss, the automatic reactions 


is to ask who will pay for it. Coupled with this, there is 


The author of this article is a member of Messrs Nelson Hurst & 
Co, Lloyd’s brokers. 
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| - Why the Cover? 


by B. P. MARSH 


the fact that professional life now is conducted at a far 
greater and faster pace than ever before. 

The amount of legislation grows every year and 
becomes more complex, resulting in more and more 
specialization. It is increasingly difficult for the partners 
in a busy practice to keep abreast of all developments 
in the accountancy field. In addition, the profession 
shares a problem with others, namely, an inability to 
be able to attract suitable and competent employees 
who can handle professional work with the minimum 
of supervision. Consequently mistakes by employees, 
for which the employer is vicariously liable, constitute 
many of the claims under negligence policies. 


The Hedley Byrne decision 


Undoubtedly one of the major reasons requiring the 
accountant to have professional negligence cover was 
the decision of the House of Lords in Hedley Byrne v. 
Heller & Partners ([1963] 2 All ER 575), since this 
extended considerably the duty of care owed by 
accountants. Before that decision it was the general rule 
of law that the duty of care owed by an accountant was 
to his client, since it was to his client that he had con- 
tracted to exercise a fair, reasonable and competent 
degree of skill. A claim by a person with whom the 
accountant was not contractually related did not 
involve the accountant in any liability. 

This is best illustrated by the now famous case of 
Candler v. Crane Christmas & Co ([1951] 1 All ER 
426), the facts being that a managing director of a 
company instructed the defendants, a firm of account- 
ants and auditors, to prepare the company's accounts 
and balance sheet. A clerk in the employment of the 
defendants prepared the accounts, knowing that they 
were wanted for the purpose of inducing the plaintiff 
to invest money in the company. The draft accounts 
were shown to the plaintiff in the presence of the 
defendant's clerk and, relying on their accuracy, the 
plaintiff subscribed £2,000 for shares in the company. 
The defendants subsequently certified the accounts in 
the form in which their clerk had shown them to the 
plaintiff. 

The accounts had been prepared negligently, but 
without any fraud on the part of the defendants or 
their clerk, and did not give a true statement of the 
financial position of the company. The company went 
into liquidation and, there being no assets, the plaintiff 
lost the money which he had invested. In an action 
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against the defendants for damages or alternatively for 
breach of their duty to give the plaintiff accurate 
information, the Court held that in the absence of a 
contractual or fiduciary relationship between the parties 
the defendants owed no duty of care to the plaintiff. 


. The legal duty of care 


Unfortunately (from an accountant's point of view) 
Candler’s case suffered a set-back when Hedley Byrne v. 
Heller & Partners came before the House of Lords 
in 1963. The facts of that case are too well known to 
require repeating here but the principle which emerged 
from the case is worth repeating: If, in the ordinary 
course of business or professional affairs, a person 
seeks information or advice from another who is not 
under contractual or fiduciary obligation to give the 
information or advice in circumstances which a reason- 
able man so asked would know that he was being trusted 
or that his skill or judgement was being relied on, an 
the person asked chooses to give the information or 
advice without clearly so qualifying his answer as to 
show that he does not accept responsibility, then the 
person replying accepts a legal duty. to exercise such 
care as the circumstances require in making his reply 
and for a failure to exercise that care an action for 
negligence will lie if damage results. 

Since the Hedley Byrne decision, insurers have had 
to deal with many claims which have proved very ex- 
pensive to settle. Typical is the case where a firm 
requiring cash ask their accountants as financial 
advisers to approach a bank or some other financial 
institution for the express purpose of raising a loan. 
During the course of discussions with the bank or 
finance house, the accountants, acting for their clients, 
will produce balance sheets and other information 
regarding the financial stability or otherwise of. their 
clients. 

Unfortunately, experience has shown that the infor- 
mation laid before the bank or financial institution 
is not always accurate. Nevertheless, relying on this 


information; the bank will advance a large sum of 


money only to find out that the borrower subsequently 
goes into liquidation, resulting in the bank sustaining 
a loss, The bank may then make a claim against the 
accountants based on.the negligent advice or infor- 
mation given". 

This is, of course, a typical ‘Hedley. Byrne’ claim. 
Before the Hedley Byrne case, the claim would have 
been repudiated, based on the decision in Candler v. 
Crane Christmas. This is. not the position today. 
Indeed, if Candler v. Crane Christmas came before the 


Courts again, the accountants might well be held: 


liable for their clerk's BEES 


Audit errors 

Apart from the impact of Hedley Byrne, insurers 
deal with many claims of a highly technical and 
specialized nature where partners or employees for 
öre reason or another have made mistakes. There are 
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also, of course, the run-of-the-mill claims which 
accountants expect to receive, particularly those arising 
out of mistakes on audit where the auditor has failed 
to spot defalcations of the clerk, cashier, or director. 

It may be difficult to establish a defence to this sort 
of claim if the clerk in question, having done the job 
for year in, year out, has become bored with it and has 
ceased to give it the attention it requires. It is true that 
some client companies may be insured against dis- 
honesty on the part of their own employees and such 
claims would be paid by fidelity guarantee insurers but 
these insurers, exercising their policyholder’s subroga- 
tion rights, would then proceed against the accountants 
for recovery. 

It is not only insurers who are concerned at the 
increase in claims against accountants; the profession 
itself is also worried, particularly by the wider implica- 
tions of Hedley Byrne. It is a problem at the moment 
without a solution. It has been mooted by some firms 
that they could protect themselves by contracting out 
of their liability. Such a proposition would clearly 
protect the accountant even when faced with a Hedley 
Byrne claim but, of course, no professional man could 
afford to adopt such an attitude since, whilst legally it 
may be justified, morally it would be indefensible. 


Contractual limitation of liability 


The subject of contractual limitation of professional 
liabilities has already been considered by a joint work- 
ing party representing several professions, and features 
both in a recent issue of the Law Society’s Gazette and 
in the 1969 annual report of The Institute of Chartered 
Accountants in England and Wales. Whilst neither the 
Law Society nor the Institute encourage their members 
to seek by contract to exclude or limit their liability, 
both favour the thought that the professional man's 
responsibilities in a particular situation should .be 
ascertained and defined more. precisely than is some- 
times the case at present. For instance, a statement 
issued by the Council of the Institute in December 
1969? reminds members that the function of an auditor 
is to examine accounts presented to him and to express 
his professional opinion upon them. In accepting a 
client's instructions, it should therefore be made clear 
to him by letter (a) that the functions of an auditor are 
distinct from the provision of accountancy and other 
services; and (5) that as it is not the main purpose of an 
audit to discover defalcations and irregularities, an 
audit should therefore not be relied on for that purpose. 

lhe fact is that accountants, occupying the very 
special position they often do as financial advisers to 
their clients, must accept the fact that they owe a very 
high duty of care to their clients and the Courts will 
not be slow to uphold this high duty in the event. of 
, claims. (To be continued.) 


* Although quoted in this context as a hypothetical example, an 
actual instance of such a claim occurs in ‘Letter from America’, 
The Accountant, April 23rd. 


? The Accountant, December 25th, 1969. 
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The Effects of Currency Debasement 


as Illustrated by Gas Industry Accounts 


by D. R. MYDDELTON, M.B.A.(Harvard), A.C.A., A.C.LS. 


1 theoretical case for adjusting accounts for 
currency debasement has been well known for 
decades. Even with a stable currency, annual accounts 
can never be more than approximations (though 
large American companies like General Motors publish 
accounts to the nearest dollar, even when the margin of 
error can certainly be reckoned in millions of dollars). 
When the currency is more or less stable, minor 
fluctuations make relatively little difference and can be 
ignored. But in the United Kingdom the rate of 
currency debasement bas averaged about 4 per cent 
a year over the past 35 years — a rate fast enough to 
require adjustment. The value of {1 in 1970 1s less 
than a quarter of that in 1935. Several published 
examples! have evidently not convinced the British 
accounting profession how seriously currency debase- 
ment distorts conventional accounts, though the 
Accounting Principles Board of the American In- 
stitute of Certified Public Accountants agreed in 1961 
that the assumption in accounting that fluctuations 
in the value of the dollar may be ignored is unrealistic. 

This article presents the results of adjusting the 
nationalized gas industry's accounts from 1949 to 
1969 to allow for currency debasement. After interest, 
conventional accounts for the 20 years show £27 
million profits,?? but adjusted accounts show £317 
million losses. 


Why the gas industry? 


Fear of alarming sharebolders is one reason why so 
iew British companies adjust their accounts for cur- 
rency debasement. To avoid any risk of affecting the 
market price of a particular British company's shares, 
therefore, it seems convenient to adjust the accounts 
of one of the nationalized industries. The gas industry 
was preferred for various reasgns. 

In the last few years the National Coal Board and 
British Rail have written off huge 'special' amounts of 
capital which (while not openly reported as losses in 
the published accounts) significantly affect the trend of 
losses over the years, and might obscure the effect of 
adjusting for currency debasement. Even British Rail 
cannot write off more than a thousand million pounds 


1 Ralph Jones: ‘Effects of inflation on capital and profits: the 

record of nine steel companies', Journal of Accountancy, January 

1949; W. T. Baxter: ‘Inflation and the accounts of steel com-* 
panies’, Accountancy, May and June 1959; and other studies 

quoted by AICPA Research Study No. 6 (1963): ‘Reporting the 

Financial Effects of Price-Level Changes’. 


2 £74 million reported profits after interest, less £47 million 
written off directly to obsolescence reserves since 1962. 


in a single year (1969) without making the results of 
that year look unusually poor. In addition, the re- 
organization of the British ‘Transport Commission 
from December 1962 makes comparability over the 
20 years difficult. | 

No comparable figures over 2o years are available 
for the steel industry, denationalized for much of the 
period. The Post Office — to its credit (or rather to its 
debit!) — has since 1957 charged. £240 million ‘extra’ 
depreciation against profits to allow for the effects of 
currency debasement. (It will be interesting to see 
how the professional auditors comment on this prac- 
tice now that the Post Office, previously a Government 
department audited by the Auditor-General, has 
become a public corporation.) The only other large 
nationalized industry, electricity, publishes separate 
accounts for Scotland, which makes it rather less 
suitable than gas. 


Adjustments 


Appendices r, 2 and 3 show, for each of the 20 years 
from 1950 to 1969, conventional and adjusted fixed 
assets, profit and loss accounts, and balance sheets, 
to the nearest million pounds. The retail price index 
(January 1962=100°0) is used to convert conven- 
tional accounts into constant January 1962 fs. Once 
all conventional figures for a particular year have been 
converted into constant £s, a single factor can be used 
to convert into end-of-period money, which most 
readers will naturally find easiest to understand. Con- 
verting into 1969 £s simply means multiplying all 
January 1962 £s by 130°3, the index for March 1969. 
Appendix 4 shows the average and end-of-year 
indices, and the percentage fall in the value of money 
each year; and the chart shows the cumulative fall 
in the value of money between 1949 and 1969. 


Fixed assets (Appendix r) 


To adjust fixed assets one must identify additions, 
depreciation charges, cost of disposals and accumulated 
depreciation on disposals. Fixed assets on hand at 
April rst, 1949 (£192 million) were assumed acquired 
then, when the retail price index (linked backwards 
from January 1962 - roo:o) was 60:5. To convert into 
1962 £S, -£192 million must be divided by 60:5, to 
give an adjusted cost of fixed assets brought forward 
in 1950 of 454317 million. (A subscript before the £ 
sign indicates either ‘current £s’ — i.e., conventional 
money figures — or a particular year's fs); 1950 
additions to fixed assets («£28 million) are divided by: 
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CHART 1 
FALL IN VALUE OF THE POUND 1949-1969 








[949 54 59 64 1969 
1949 100°0 1960 64:6 
1950 96:5 1961 62°9 
I95I 9I'S 1962 60°2 
1952 82-0 1963 59'3 
1953 778 1964 57'5 
1954 77°3 1965 551 
1955 745 1966 52:8 
1956 0'3 1967 SI'O 
1957 68-4 1968 493 
1958 éi 65:8 I969 46:4. 
1959 , 64:6 


62:0 (the arithmetical average of the retail price index 
for the twelve months ended March 1:950), and ad- 
justed additions to fixed assets become ¿£28 million 
divided by 62:0— 4,445 million. 

Gas industry fixed assets have been written off 
over about 25 years (on the straight-line basis) until 
1965 when the period increased to 30 years. The 
20-year period since nationalization does not fully 
reflect the difference made by currency debasement 
adjustments over the complete life of fixed assets. 
If the average fixed asset life were exactly 25 years, 
the conventional annual depreciation charge would be 
exactly 1/25th of the accumulated cost of fixed assets, 
and the adjusted depreciation charge 1/25th of the 
adjusted accumulated cost. Any difference between 
exactly x/25th (1/3oth after 1965) and the conventional 
depreciation actually charged has been added to (or 
deducted from) the adjusted depreciation charge 
without index conversion. Accumulated cost of fixed 
assets in March 1951, for example, was -£255 million, 
on which 1/25th is «£10 million. Actual depreciation 
charged («£12 million) was -£2 million more than that. 
Adjusted accumulated cost in March 1961 is $4417 
million, on which 1/25th is 55/16 million. Therefore 
adjusted depreciation charged is g2f18 million (i.e., 
ez 10 million plus the difference of £2 million).? 

3 In fact r/25th of 55245417 million is |¿,s£I6:7 million, and the 
adjustment only ,?:41:7 million (=c£1'7 million), so adjusted 


depreciation charged is g2£18°4 million. But the text shows the 
procedure. 
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In the absence of other information, fixed assets 
are assumed to be disposed of on a FIFO basis. They 
must therefore be converted at the index of the date 
of acquisition, as must accumulated depreciation on 
disposals. To use the correct index each year means 
keeping track of the accumulated cost of assets dis- 
posed of.* The cost and accumulated depreciation on 
disposals gives the conventional and adjusted net 
book value of disposals. It has been assumed that 
proceeds of sale exactly equal conventional net book 
value, resulting in no profit or loss on disposal. But 
the assumed proceeds have to be converted at the index 


. for the year of disposal, which produces an adjusted 


loss on disposal, since adjusted net book value is based 
on the index for the year of acquisition. The conven- 


tional book value of fixed assets disposed of in 1965, 


for example, was «£9 million, and the assumed pro- 
ceeds therefore also cfg million. Adjusted book value 
of fixed assets disposed of was ,,/14 million, but the 
ef,9 million proceeds divided by the 1965 index of 
108-2 amount to only $5548 million, producing an 
adjusted loss on disposal of 2/6 million. 


Profit and loss account (Appendix 2) 


After the somewhat complicated adjustments for 
fixed assets, those for the profit and loss account are 
now relatively simple. Profit before interest and 
interest charged are converted at the average index for 
the year concerned. Adjusted depreciation charges 
and losses on disposal of fixed assets are taken from 
the fixed assets schedule. 

Obsolescence has been charged in conventional 
accounts each year since 1962 in respect of amounts 
(totalling £47 million) written off directly to ob- 
solescence reserves in the published accounts. This 
is the only difference between figures actually reported 
by the gas industry and the figures described as 
‘conventional’. The same numbers have been used for 
adjusted as for conventional accounts, e.g., cf14 
million written off to reserves in 1969 has been charged 
against adjusted profit as 9,14 million. The effect is to 
assume that the date of acquisition in each case was 
January 1962. A more accurate estimate would be 
desirable in future, as the numbers grow bigger and as 
the date moves further away from 1962. 

Monetary assets and liabilities have been combined 
into a single ‘net monetary assets’ figure, converted 
by the index at March each year to provide the ad- 
justed balance sheet figure. Stocks have been treated 
as monetary assets, since the most important currency 
debasement adjustment depends on the absolute level 
of stocks, not on the relatively small time-lag between 
acquisition and date of balance sheet. (In other 
4 Fixed assets for the gas industry can be split between pre- 
vesting (i.e., pre-1949) and post-vesting acquisitions, allowing 
more accuracy in adjusting disposals than would be possible 


with only one combined total. This split (not shown in Appendix 1) 
is the basis for adjusted disposals. 


5 Except in 1968 and 1969, when other items (investments, con- 
version costs and displaced plant) grow significant. 
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businesses, with fluctuating stock levels, a separate 
adjustment might be required.) Thus 1964 net mone- 
tary assets of «£141 million become ,.f135 million 
after dividing by the March 1964 index of 105:2, and 
1965's of153 million becomes 454140 million after 
dividing by the March 1965 index of 109:9. 

It has been assumed that the average of the two 
end-of-year figures has been on hand for the whole 
of any particular year, i.e., ..f137°5 million for the 
year 1965. The adjusted net monetary loss (without 
conventional equivalent, of course), is calculated by 
multiplying the assumed average net monetary assets 
on hand by the fall in the value of money during the 
year. Since the index rose from 105:2 in March 
1964 to 109:9 in March 1965, the value of money fell 
by 4:3 per cent,® and the net monetary loss for 1965 
IS 4:3 per cent X gof137°5 million = 5,446 million. 


Balance sheet (Appendix 3) 


Of the balance sheet items, net monetary assets and 
net fixed assets have already been explained. Capital 
inflows are converted at the average index for the 
year. Changes in reserves are mainly profits and losses 
after interest, though there are some small unidentified 
differences which total e million (,.f16 million) 
over the 20 years. 

Currency debasement adjustments have three main 
results: they increase depreciation charges, include 
losses on net monetary assets (or profits on net mone- 
tary liabilities), and increase the gross fixed asset cost 
on balance sheets more than they increase accumulated 
depreciation.’ Thus currency debasement adjustments 
reduce profits and increase assets, in both respects 
worsening the profit/assets ratio. Average gas industry 
figures for profits before interest divided by average 


net assets are shown below: 
Conventional Adjusted 
per cent per cent 


1950-1954 4°0 2:8 
1955-1959 43 22 
1960-1964 4'4 1 
1965—1969 47 1'j 


Conventional figures show a slowly rising trend, 
adjusted figures a falling trend. In only 2 years out of 
20 (1950 and .1968) was the conventional ratio less 
than 3:5 per cent, while in only one year (1951) was 
the adjusted ratio above 3:0 per cent. 


Profits and losses after interest 


The gas industry has reported profits after interest 
in 16 of the 20 years, and only once (1968) a loss 
exceeding -£3 million. Negligible taxes on profits 


have been paid since ‘nationalization. The adjusted ` 


accounts show a profit after interest only once (a 


€ 105:2 divided by 109:9 —95'7 per cent. Note that one should not ° 
divide 109:9 by 105:2 (=104'5 per cent) and use 4:5 per cent. 
The fall in the value of money is 100:0— 957-473 per cent. If the 
price index rises from 100 to 150, the value of money has fallen 
by a third, not by a half. 


. ? The Post Office makes only the first of these three adjustments. 
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tiny profit in 1951), and losses in the other 19 years; 
1969 profit after interest, reported as {17 million and 
reduced to «£3 million after charging obsolescence, 
was converted by currency debasement adjustments 
into a loss of ¿444 million. | 

For comparisons with nationalized industries, most 
of whose capital consists entirely of interest-bearing 
debt (steel and BOAC are exceptions), one needs to 
charge interest on private companies’ equity capital, 
which currency debasement adjustments will affect. 
In the gas industry adjustments, Government debt 
capital has been treated as if it were equity (1.e., not 
as a monetary liability), and interest as equivalent 
to ordinary dividends paid. Thus a nationalized 
industry's ‘profit after interest’ on this basis is equiva- 
lent to a private company's 'retained earnings' for a 
period. Interest charged to nationalized industries 
is generally low, because of exceptionally low interest 
rates just after the last war at the time of nationaliza- 
tion.® This need not much affect the difference made 
by currency debasement adjustments, but it does 
indicate that even the large adjusted losses after in- 
terest shown in the appendices may be too low. 


Conclusion 


Currency debasement adjustments make a very big 
difference, changing conventional profits over 20 
years of {27 million into adjusted losses of £317 
million. 

Three more adjustments may be required, not 
directly related to currency debasement. As mentioned 
above, interest charges are probably too low. If the 
gas industry's assets are really worth only their 


APPENDIX 4 
Retail Price Index — 1949-1969 
Average for Fall in value 
year ending As at of money in 
March March | year to March 
per cent 

1949 Dos 

1950 62:0 62:7 35 
1951 64-0 66'1 51 
1952 7o 8 73:8 104 
1953 76:3 778 St 
I954. 48:0 78:3 o: 6 
1955 Bot 81:2 34:6 
1956 84:4. 86:0 5:6 
1957 87°6 SR? 2:8 
1958 90:9 91'9 37 
1959 93'1 93:6 1°8 
1960 932 93:6 E 
1961 94-6 96:2 2:7 
1962 98:7 IOO'5 43 
1963 1024. 103°7 31 
1964. 104-0 105'2 I'4 
1965 108-2 IO9:9 43 
1966 1133 114°6 Art 
1967 (ro: 118:6 34 
1968 120'3 122:6 a 
1969 126:9 130'3 5:9 





8 Of the gas industry's reported Government debt at March 1969 
of £1,435 million, £465 million relating to British Gas Stock bears 
an average interest rate of 3:46 per cent. A more realistic interest 
rate of 8:5 per cent would increase total interest charged by £23 
million a year. | 
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reported 1969 book value of £1,467 million, an addi- 
tional loss of £236 million arises, since adjusted book 
value of assets 1s g9£1,703 million.? And fixed assets 


9 To the extent that this £236 million has not yet been lost, i.e., to 
the extent that fixed assets’ real value exceeds their book value, 
future conventional depreciation charges will be too low. As a rule, it 
will be best (following normal accounting practice on an — adjusted 
— historical cost basis) to show assets at their adjusted book value 
(i.e. «951,703 million in this case.) 
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with a reported book value of about £320 million are 
thought to be obsolescent, in which case the real value 
of the gas industry's assets in 1969 may be con- 
siderably less than {£1,467 million, and total losses for 
the 20 years much more than {553 million (Ge, 
£317 million plus £236 million). Taking all these 
adjustments into account, in 20 years the gas industry 
has probably lost about £1,000 million. 









Taxation 
Cases 


Full reports of the cases summarized in these columns 
will be published, with Notes on the Judgments, in 
the ‘Annotated Tax Cases’ 





Pillai v. Malaysia Comptroller of 
Income Tax 
In the Privy Council - March 2nd, 1970 


(Before Lord Morris or Bortu-y-Gest, Lord PEARSON 
and Lord DIPLOCK) 


Income tax — Penalties — Judgment therefor — Tax and penalties 
reduced — Bankruptcy notice for balance — Whether amount 
claimed in notice was in accordance with the terms of the 
judgment — Whether bankruptcy notice formally defective — 
Whether validated — Bankruptcy Act 1914, section 147 — 
Federation of Malaya Courts Ordinance, sections 47, Iro, 
Schedule II, Part A, paragraph 3 - Bankruptcy Ordinance 
1959, sections 3, 131 — Malaysia Act 1963, sections 73, 87, 
84 — Courts of Judicature Act 1964, sections 7, 23, 24 — 
Bankruptcy Act 1667, section 3. 


The taxpayer was assessed to income tax and penalties in 
the sum of $309,660.53, and final judgment for this amount 
was obtained against him in July 1964. Afterwards the 
. amount claimed was reduced on appeal and by payments to 
$54,826.68, and a bankruptcy notice for this amount was 
served on the taxpayer in August 1967. 

It was contended for the taxpayer (i) that the bankruptcy 
notice was a nullity because it did not claim payment ‘in 
accordance with the terms of the judgment’ as section 3 
of the Bankruptcy Ordinance 1959 required, (ii) that the 
notice was a nullity because it was not issued by the Chief 
Justice and was not expressed to be issued by him in the 
name of the Ruler. 

Held: (1) where a judgment debt has been discharged in 
part, a bankruptcy notice can be issued for the balance; (2) 
the defect as to the issue of the notice was a ‘formal defect or 
irregularity’ which was validated by section 131 of the 
Bankruptcy Ordinance, which was identical with section 
147 of the English Bankruptcy Act 1914. 


Sim Lim Investments Limited v. 
Attorney-General for Singapore 
In the Privy Council ~ July 28th, 1969 


(Before Lord Hopson, Lord DipLock and Sir GARFIELD 
BARWICK) 


Income tax — Dividend — Tax deducted therefrom — Such tax 
exceeding amount of tax payable by company — Dividend 
received from subsidiary — Whether part of statutory income 
for same year — Whether excess diminished by tax deducted 
from that dividend — Singapore Income Tax Ordinance, 
sections I0, 35 (7A), 44. 

In August 1965 the appellant company declared and paid 
a dividend of $811,162.50, from which it deducted tax at 
40 per cent. For the year of assessment ended December 
31st, 1965, there was an excess of $302,324.60 of tax so 
deducted over the amount of tax payable by the company 
for that tax year. By section 44 of the Income Tax Ordinance 
an excess so arising is a debt due to the Revenue. 

In March 1965 the appellant company received a dividend 
of $1,192,500 from a subsidiary company, and contended 
that this dividend formed part of its statutory income for 
the same year of assessment. 

Held: this dividend, having been received in 1965, was, 
by section 35 (7A) of the Ordinance, a part of the appellant 
company's statutory income for 1966; and that, therefore, 
the tax deducted from the dividend did not reduce the 
excess of $302,324.60. 


Rose v. Humbles 
Aldersgate Textiles Limited v. CIR 


In the High Court of Justice (Chancery Division) - 
March 6th, 1970 


(Before Mr Justice BUCKLEY) 


Income tax — Back duty — Emoluments — Principal share- 
holder in company — Schedule E and Schedule D assessments — 
Whether deficiency represents betting winnings — Profits tax — 
Excess profits tax - Whether deficiency represents company’s ` 
concealed income ~ Whether taxpayer a trustee thereof — 
Appeal — Taxpayer not heard — Whether case to be remitted 
for further hearing — Income Tax Act 1952, section 64 (6). 


The taxpayer held 80 out of the xoo issued shares in the 
company and was a director, and the other shareholders 
were his wife and his son, both of whom were also directors. 
Back duty assessments under Schedules D and E for 1942-43 
to 1950-51 were made on the taxpayer; and assessments to 
"profits tax and excess profits tax were made on the company 
on the footing that the alleged deficiency in the taxpayer's 
returned income represented profits of the company which 
had been diverted by the taxpayer to himself. 

The taxpayer contended that the alleged deficiency 
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represented betting winnings, and he produced docu- 
mentary evidence showing net winnings of £30,843. The 
Revenue produced statements showing unexplained income 
totalling £65,171, so that if the £30,843 was deducted, the 
balance to be explained was about £35,300. The General 
Commissioners did not accept that the texpaver had made 
any profit from betting; and they decidec that the £65,171 
was taxable income not accounted for to the Revenue; 
and that it represented concealed profits of the company, 
- which had been diverted to the taxpayer, and were assess- 
able on him as remuneration under Schedule E. The books 
of the company had been well kept, and there was nothing in 
the pattern of the accounts to make the company’s ac- 
countant suspicious. The deceased’s son and fellow- 
director had no knowledge of any profits having been 
diverted from the company. There was medical evidence 
that the taxpayer had had a coronary thrombosis, and an 
adjournment was allowed. A month before the adjourned 
hearing the taxpayer had had an operation, but a further 
adjournment was refused. 

It was contended for the taxpayer and the company 
(1) that the finding that the £65,171 was received by him 
as remuneration could not stand, for if the money 
was improperly diverted from the company to the taxpayer, 
then he, a director, must have been a trustee thereof for the 
company; (2) that the whole of the unexplained increase 
was accounted for by betting winnings. It was contended for 
the Revenue that the evidence of betting winnings did not 
fully account for the increase; and that liability under 
Schedule E had been established. The General Com- 
missioners refused the application for an adjournment; 
discharged the Schedule D (Case I) assessments; and 
confirmed the Schedule E assessments in the sum of 
£62,114. 

Held: (1) if the £62,114 had been diverted from the 
company, the taxpayer held the money as the company’s 
trustee, and that view was inconsistent with the money 
being remuneration, (2) the taxpayer’s evidence was 
relevant on the contention as to the dive-sion of money and 
as to betting winnings; (3) the application for the second 
adjournment should have been allowed; (4) the whole case 
should be remitted to the General Cammissioners to be 
reheard by a different panel. 


Chambers v. Hibbert 


In the High Court of Justice (Chancery Division) — 
March 6th, 1970 


(Before Mr Justice BUCKLEY) 


Income tax — Appeal — Agreement to treat as late appeal — 
Whether writing required — Wifes income aggregated with 
taxpayer s income — Small income relief — Income Tax Act 
1952, sections I, 66, 354, 510 — Schedule 9, paragraph 7 — 
Finance Act 1952, section 15 — Finance Act 1956 — Schedule 
:2 - Finance Act 1963, section 12 (6). 


The taxpayer appealed against an assessment under 
Schedule E for 1967 -68, and it was agreed that the appeal 
should be treated by the General Commissioners as a late 
appeal. The appeal was dismissed, and the taxpayer 
appealed to the High Court contending that the agreement 
was a nullity as it was not in writing as section 510 of thé 
Income Tax Act 1952 required. 

The taxpayer's wife had an earned income of £86 and 
gross dividends of £20. The taxpayer contended that his 
wife's income should not be aggregated with his income, on 
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the ground that her income was absorbed by small income 
relief pursuant to section 15 of the Finance Act 1952 as 
amended by section 12 (6) of the Finance Act 1963. 

Held: (1) the agreement was as to the basis on which the 
appeal was to proceed, and was not within section 510; (2) 
the taxpaye1’s wife's income had to be aggregated with his 
own income; the amount of tax on the aggregated income 
had to be ascertained; and the relief had to be given against 
that amount. 


Lack v. Doggett 


In the High Court of Justice (Chancery Division) — 
March 12th, 1970 


(Before Mr Justice PLOwMAN) 


Income tax — Appeal — Assessment by Additional Commis- 
stoners — Whether taxpayer in division in relevant year — 
Income Tax Act 1952, section 26 (3). 


The earlier proceedings in this case are reported in 
The Accountant, August 16th, 1969, when the stated case 
was remitted to the General Commissioners for them to 
decide whether on the evidence already heard the taxpayer 
was in the division in the relevant year. 

The General Commissioners stated a supplementary 
case on January gth, 1970. They found (i) that the taxpayer 
was a director of a company, the registered office of which 
was in the division, (ii) that he owned the premises occupied 
by the company, (iii) that the office of his solicitors was 
there, (iv) also those of his accountants, (v) and of his 
estate agents. From these facts the General Commissioners 
drew the inference that, in order to conduct his personal 
affairs, the taxpayer was in the division during each of the 
years 1957-58 to 1961-62. Only (ii) and (iv) were new facts. 

Held: those new facts did not change the inference 
previously drawn in the case, namely, that there was in- 
sufficient evidence from which in the circumstances the 
conclusion should be drawn that the taxpayer was in the 
division in the years in question. 


Schapira v. Kirby 


In the High Court of Justice (Chancery Division) - 
March 2oth, 1970 


(Before Mr Justice MEGARRY) 


Income tax — Writing-down allowance — Machinery or plant — 
Doctor's car ~ In garage throughout basis period — Whether 
car ‘in use’ — Income Tax Act 1952, sections 280, 302, 325 — 
Capital Allowance Act 1968, section 19. 


The taxpayer, a medical practitioner, took delivery of 
a Jaguar car from a garage on January Ist, 1965. On 
February 15th, the car was taken back to the garage after 
an accident the day before. The taxpayer claimed that the 
car was not a new one, and a dispute with the garage ensued; 
and the taxpayer considered that he had to keep the car 
in the same condition in order that he could successfully 
pursue his claim. On January Ist, 1967, the County Court 
ordered the taxpayer to remove the car from the garage, 


. and it had since been kept in his own garage. 


'The taxpayer was assessed under Case II of Schedule D 
for 1966—67, and he claimed a writing-down allowance for 
the car in respect of the basis period, 1965-66. 

Held: the car was not in use at the end of the basis 
period; and that therefore the claim failed. 
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Inclusion and Exclusion — an 
Accounting Problem — | 


by R. E. ELLMIER, M.A.(Cantab.), F.C.A., A.C.I.S. 


VERY conscientious accountant could be faced with a 

dilemma in dealing with the accounts of a consignee. 
As a true accountant he would wish to see that every 
transaction is properly recorded in the books of account, 
and yet, if he records in an accountable manner the receipt 
of goods which do not belong to the consignee, and there- 
fore paves the way for an asset account which is finally 
reflected in the balance sheet, he must be careful to see 
that he also makes suitable entries 1n the books which will 
have the effect of eliminating that balance in the selfsame 
balance sheet. In other words, the conscientious accountant 
who, in the interests of completeness, brings in an 
accountable item as an asset which does not belong to 
the concern whose books he is writing up, must be equally 
conscientious to see that the asset account so introduced 
is duly offset by a liability account in order that the 
balance sheet may not convey an erroneous impression of 
ownership. 

A similar situation could arise in respect of consignment 
goods sold on credit by the consignee. If completeness of 
accountability is the criterion, how can sundry debtors, 
who are the debtors of the consignor and not of the con- 
signee, in whose books they appear, be set up without 
reflecting the debit balance in the balance sheet of the 
consignee? 


Example 


Let it be said at the outset, that the problem created by 
being over-zealous in the art of recording business trans- 
actions is not likely to be found in practice, because the 
whole problem is usually dealt with by a process of 
omission in the accountable field, the desired information 
being covered by purely statistical data. Nevertheless, the 
fact remains that omission is not an answer from an ac- 
counting point of view, and on the assumption that 
students exist at all levels, and that even practical ac- 
countants are proud of the fantastic adaptability of their 
art, it is proposed to demonstrate how the fascinating 
problem of setting up an account, only to knock it down, 
may be dealt with in consignment accounts, and then to 
consider a somewhat similar problem which may arise 
in connection with royalty accounts. And may it also be 
said, in answer to critics who thunder that they have not 
encountered such situations in forty years, first, that the 
writer in preparing this article has had the requirements of 
students uppermost in his mind, and secondly, that it is 
the mental discipline demanded in considering such in- 
tricate problems that has elevated the accountancy pro- 
fession to university degree status. 

To demonstrate the application of the principles which 
have been referred to in the preceding paragraphs, the 
following example will be considered: 


Shamus Sheepshanks of Johannesburg has been appointed sole agent for the importation of “Wee Drappie' Scotch Whisky 
by the distillers, Rich, Waters Ltd, of Leith, Scotland, on the following terms: 


(a) Rich, Waters Ltd will send cases of ‘Wee Drappie’ Scotch Whisky to Shamus Sheepshanks on a consignment basis. 
(b) Shamus Sheepshanks will pay all importing charges at Durban, and railage to Johannesburg, and will recover these 


charges as and when the whisky is sold. 


(c) Shamus Sheepshanks is responsible to Rich, Waters Ltd for the proceeds of credit sales only as and when the cash is 
collected from the debtors, payment to be made on the last day of each month. 
(d) Shamus Sheepshanks is entitled to a commission of ro per cent on sales, and to an additional 20 per cent of the net 


South African profit. 
. The following transactions take place during June 1968: 
June r 


1,000 cases of ‘Wee Drappie’ Scotch Whisky landed at Durban. The c.i.f. value is £6,200. The following amounts 


are paid by Shamus Sheepshanks: customs duty, R.23,300, clearing charges R.352, and railage to Johannesburg, 


R.1,000. 
» 7 600 cases are sold on credit at R.42 per case. 
» IO 250 cases are sold for cash, at R.42 per case. 
22 3° 


'The balance due to Rich, Waters Ltd 1s remitted. 'T'he total cash received from debtors is R.20,200. 


It is required to show the relevant entries in the books of Shamus Sheepshanks so that the following accounts are shown 


separately. 


(r) Stock held on consignment.. 

(2) Consignment trading account. 
_ (3) Consignment debtors. 

(4) Rich, Waters Ltd. 

(5) Importing charges. 

(6) Commission receivable. 


(Note: for the purpose of this illustration, the exchange rate is taken as {1 =R.2.) 


May 7th, 


July 1 


1968 
June 7 
TE AO 


» 39 


July 1 


1970 
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Rich, Waters Ltd: 


Consignment account .. 


Balance brought down 


Rich, Waters Ltd 


33 33 >? 


Balance carried down .. 


Consignment trading account 


Balance brought down : 


Cash 
Balance carried down 


Cash (Customs duty) 
» (clearing charges) 
33 (r ailage) WEN 


Balance brought down 








(x) Consignment Stock Account 


No. of cases ` 1968 
R. 
I,000 12,400 June 7 Consignment trading ac- 
count - T 
» IO Consignment trading ac- 
count bs . 


» 30 Balance carried down 





1,000  R.12,400 


Seege 11 a] 


150 1,860 


(2) Rich, Waters Ltd — Consignment Account 


R. 1968 
7,440 June 1 Consignment stock account 
3,100 
1,860 
R.12,400 





I uly 1 Balance brought down 


(3) Consignment Debtors 


R. 1968 
25,200 June 30 Cash 
» 30 Balance carried down 


R.25,200 





5,000 


(4) Rich, Waters Ltd 


R. 1968 | 
6,049 June 7 Rich, Waters Ltd: Consign- 
5,000 ment account iu 


» IO Consignment account 
» 30 Consignment trading account 


R.11,049 





July 1 Balance brought down 


(5) Importing Charges 





R. . 1968 | 
23,300 June 7 Consignment trading account: 
352 6 
— 24,6 
1,000 IO Rape 
| „ IO Consignment trading account: 
I 
-Xx R.24,652 
4 4,05 
° » 30 Balance carried down 
R.24,652 | 
T 3,698 


No. of cases 





697 


R. 


7:449 


4,100 
1,860 





R.12,400 


EH 


12,400 


R.12,400 





1,960 


R. 
20,200 
5,000 


R.25,200 
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(6) Consignment Trading Account 


1968 | . R. 


June 7 Consignment stock account 

„ 7 Importing charges  .. 

» 7 Commission receivable (1o per 
cent of R.25,200) e 

» IO Consignment stock account 

,, 10 Importing charges 

„ 10 Commission receivable (10 per 
cent of R.10,500) ES 


» 30 Rich, Waters Ltd — (80 per cent 


of profit) D 509 
» 30 Commission receivable Gö per 
cent of profit) SS Me: “229 





R. 1968 
7,4440 June 7 
14,791 » IO 


2,520: 
3,100 
6,163 


1,050 





35,064 


636. 
R.35,700 





CEDAR debtors 
Cash 


(7) Commission Receivable 


1968 
June 30 Balance carried down . 


1968 


June ro Consignment trading account 
» 30 Consignment debtors .. 
» 3° Balance carried down .. 


Trial Balance at June 30th, 1968 





R. 1968 
3,697 
» IO 
33 30 
R.3,697 
July 1 
(8) Cash 
R 1968 
10,500 June I 
20,200 ji. E 
I m d 
3) 30 
R.30,701 





July 1 


(1) Consignment stock account 
(2) Rich, Waters Ltd — DL E account 


(3) Consignment debtors 
(4) Rich, Waters Ltd 
(5) Importing charges 


(6) Consignment trading account 


(7) Commission receivable 
(8) Cash Ls Ke 


35 3) 


35 2) 


Balance brought down 


Importing charges 


55 "yy 


Rich, Waters Ltd 


Balance brought down 


June 7 Consignment trading account 


R. R. 
1,960 

1,860 
5,000 

5,000 
3,698 

3,697 


R.10,558 R.10,558 





Balance Sheet (Extract) 


Sundry creditors: 
Rich, Waters Ltd (re Consignmentstocks) .. 
Rich, Waters Ltd (re Consignment debtors) .. 


at June 3oth, 1968 
R. 


, Consignment stocks 


1,860 


5,000 


R.6,860 








Consignment debtors 


I 
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R.35,700 





R. 
2,520 
1,050 

127 





R.3,697 





3,697 


R. 


23,300 
352 
I,000 
6,049 


R.30,701 





I 


R. 
1,860 


5,000 





R.6,860 


g 
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As will have been inferred from a study of the details 
of the example which is under consideration, assets have 
been included within the scope of the accounting frame- 
work because they are the responsibility of the importer, 
but they have also been removed because they are not his 
property. It should be noted how the stock (at c.i.f. value) 
is set up in the Consignment Stock Account, and then 
offset in the Rich, Waters Ltd Consignment Account, and 
how the debtors are set up in the Consignment Debtors 
Account, the debit balance of R.5,000 thereon being even- 
tually offset in the Rich, Waters Ltd account as a result 
of the importer paying to the exporter the sum of R.6,049. 
The Consignment Trading Account is debited only with 
stocks which have been sold, unsold stocks remaining in 


Consignment Trading Account — (150 








R. 
Balance of consignment stock 1,860 ` 
"T , importing charges Ka SN 3,698 
Commission receivable (10 per cent of R.6,300) 630 
6,188 
Rich, Waters Ltd (80 per cent) R.89 
Commission receivable (20 percent) .. 23 
— 112 
R.6,300 
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the Consignment Stock Account, while Importing Charges 
Account is credited only with those charges which relate 
to stocks sold, the balance applicable to unsold stocks 
remaining in this account until further stocks are sold. 
The debit balance on Importing Charges Account is in 
the nature of a payment in advance, and would be reflected 
as such in the balance sheet. 

The inquiring mind is the student’s greatest asset, and 
in this particular example it should start thinking about 
the 150 unsold cases. Having regard to the nature of the 
commodity, this could be an absorbing occupation! 
Suppose the remaining whisky is sold at the usual price of 
R.42 per case. A Consignment Trading Account could be 
prepared for the 150 cases in question, thus: 


Cases of ‘Wee Drappie’ Scotch Whisky) 


Sales 6,300 





R.6,300 


Cass 


How does this tie up with a Consignment Trading Account for the entire consignment? Let us prepare such an account, 


and find out. 


Consignment Trading Account — (r,ooo Cases of ‘Wee Drappie’ Scotch Whisky) 

















R. R. 
Cost of stock (c.i.f.) I2,400 Sales 42,000 
Importing charges - a 24,652 
Commission receivable (10 per cent of R.42,000) 4,200 
41,252 
Rich, Waters Ltd (80 per cent) .. R.so8 
Commission receivable (20 per cent) ‘150 
748 
R.42,000 R.42,000 
Commission receivable is made up as follows: R. R. 
On 85o Cases .. 3,697 
ASO 630 
23 
eese 653 
R.4,350 


This agrees with the sums of R.4,200 and R.150 shown in the Consignment Trading Account for the 1,000 cases. The 
profit due to the exporters, Rich, Waters Ltd, in accordance with the terms of the agreement, is made up as follows: 


On 850 Cases 


+3 I5O A3 ee ° ee 





R.598 





This also agrees with the sum of R.598 shown in the Consignment Trading Account for the sale of the 1,000 Cases. 
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Giynwed 


R W. G. A. RUSSELL, F.c.a., chairman of Glynwed 

Ltd, opens his statement to shareholders with the 
1969 accounts by writing: ‘For Glynwed the year 1969 has 
been a notable one owing to the acquisition of Allied 
Ironfounders Ltd’. That is certainly true. 


When Mr Russell became chairman of the board back 


in 1953 it was agreed that the group — then Glynwed ‘Tubes — 
was too dependent on copper. This highly volatile metal 
from the cost point of view was then Glynwed's predomi- 


nant material used in the manufacture of its products — 


copper tubes. And so to find a better balance there were 
a number of acquisitions of companies with products 
based on steel. | 

As Mr Russell puts it: “Our aim was to achieve a fairly 
equal derivation of profits as between, on the one hand, 
non-ferrous products (copper and lead) and, on the other, 
products based on the usage of steel (re-rolling, bright- 
drawing, fabrication, industrial fastenings and the like). 
In this aim the group was successful and achieved a 
balance which general varied between 60/40 per cent 
and 55/45 per cent, 

That position attained, the second objective was to find 
a much broader manufacturing base, preferably in markets 
where Glynwed already had a strong foothold, such as the 
supply of requirements to the building industry mainly 
channelled through builders’ merchants, and the supply 
of materials and components to the motor vehicle and 
diesel engine makers and to the engineering trade in general. 


At one go 


The Allied Ironfounders company ies all this at one’ 


go. Its products supplied to the building industry, as Mr 
Russell relates, include cast iron and pressed steel baths, 
cast iron rain-water and soil goods, plastic rain-water pipes 
and fittings, stainless steel sinks, shower cabinets, Aga 
cookers, Rayburn stoves and room heaters, ‘Leisure’ gas 
cookers, gas fires, radiators and other metal products. In 


addition, the company had only lately laid down highly- . 
automated plans for the supply of castings to the motor 


industry. 


But at one time last year Allied Ironfounders jacked like. ` 


getting away from Glynwed. Allied themselves were in 
merger negotiations with the Shanks company but subse- 
quently, in August, Acrow (Engineers) put in a bid for 
Allied. and increased it the following month. Glynwed 
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came on the scene in mid-September- and after a short 
sharp battle with Acrow:had gained control by the end of 
the month. By the end of the year Glynwed held 94 per 
cent of the equity and subsequently acquired the balance 
under section 209. At the time of the issue of the Glynwed 
report on April 6th, a scheme was being prepared to offer 
exchange into Glynwed 7# per cent preference shares to 
holders of Allied's {1-29 million of 7 per cent preference 
capital. 

So Glynwed is now in a strong position as a supplier of a 
most comprehensive range of goods manufactured from 
ferrous and non-ferrous metals and certain other materials. 


Nine months' earnings 


In the Glynwed accounts, nine months' results of Allied 
are included and the following analysis of turnover and 
trading profit before long-term interest charges is given in 
the directors' report: 


Turnover Profit 
1969 1969 
£ 
Components for the building 
Industry .. 25,735,000 2,324,000 
Household and industrial appli- I g 
ances .. 19,081,000 1,292,000 
Hot-rolled and bright- drawn Steel 6,426,000 538,000 
Manufacture of industrial fasten- I 
ings 4,544,000 536,000 
General light castings l 2,017,000 91,000 
Merchanting and distribution 3,990,000 521,000 


[61,783,000 £5,302,000 








Accounts of Allied were formerly made up to March 
31st and it has been necessary to change that accounting 
date to Glynwed's December 31st. At the time of the 
Glynwed bid last September, Glynwed’s 1969 profits were 
forecast at a minimum /2-7 million. Allied's profits for 
the year to March 31st, 1970, were forecast at {2-5 million, 
indicating nine months’ profits of {1-875 million on a 
pro. rata basis. 

In the event, Glynwed's profits turned out to: be a 
record £3°8 million because trading (excluding Allied) 
exceeded expectations in the closing months of the year 
and the steel price increase affected stocks of steel and 
steel products. Despite violent fluctuations in the copper 
price, there were no copper price windfall profits neither 
was there any overall loss on the metal. 


Divisional basis 
Allied Ironfounders’ profit at £r:s million, however, fell 


` short of the estimate, but, as Mr Russell comments, ‘this 


was due, at least in part, to the disruption caused by the 
merger and by our own decision to carry out a detailed 
investigation of the business before making any major 
changes’. 

In the original group, divisionalization was. instituted 
at the end of 1967 and is currently yielding excellent results. 
The management team in each unit within a division is 
charged with the responsibility of producing satisfactory 


: profits in relation to the capital employed in that unit and 


consequently local management is given a high degree’ of 
independence in achieving its aims. The chairman com- 
ments that ‘the improvement of over 1oo per cent in net 
profits since the end of 1967 is the best possible proof of the 
success of this management structure, .especially so having 
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regard to the decline in house building which occurred in 
I969'. . 

Following the acquisition of Allied, the board engaged 
the management -consultancy services of -Glynwed’s 
auditors, Cooper Brothers & Co, to make a comprehensive 

survey of all aspects of Allied's activities, including ad- 

ministration, marketing, distribution and production. 
Following the consultants! report, Allied's management 1s 
now being streamlined. on Glynwed's divisional pattern 
and certain production 'areas are being rationalized. A 
programme for integrating distribution services will take 
some time to bring into full effect. 

Of the immediate outlook Mr Russell considers that, 
given reasonable trading conditions, the excellent results 
achieved by the Glynwed companies should be repeated 
this year, and at the same time there will be considerable 
^ disappointment if there is not a material improvement in 
. Allied Ironfounders' earnings. 


Highly desirable 


The Allied contribution to 1969 profits is plainly stated 
in the first paragraph of the directors! report but there is 
no such information concerning turnover. The separation 
of old and new turnover and profits is highly desirable 
ih company accounts following a major take-over, if not 
entirely essential. 

In the directors' report it is also explained that in 
accordance with the terms of the offer for Allied, 11,772,583 
new 5s shares in Glynwed have been issued, as well as 
[9,240,808 of 9 per cent unsecured loan stock 1974 and 
15,886,292 of 10$ per cent unsecured loan stock 1994-99. 
Interest on these stocks has been charged in the accounts 
from September 24th, 1969, the date of issue. Had the 
interest been payable from the effective date of acquisition 
of Allied there would have been a further charge against 
: profits of £362,000 after allowing for corporation tax. 
The 1974 stock carries partial subscription or conversion 
rights into Glynwed ordinary shares which, if fully ex- 
ercised, will reduce the redemption liability in 1974 to 
L471 million. This should be within the group’s reserve 
powers taking a realistic view of cash flow over the next 
four years. 

During the current year the sale of the Socketex organi- 
zation has improved the liquid position to the extent of 
£900,000, and rationalization in the main Glynwed Group, 
and in Allied, will release properties for sale. Further 
working capital will be released as the result of a decision 
to discontinue the manufacture of mineral insulated cable 
because profitability did not come up to expectations. _ 


Delta Preliminary 


MASSING the detail now required in company ac- 
counts is showing signs of defeating one of the objects 
of good accounting ~ prompt reporting. Lord Verulam, 
chairman of The Delta Metal Co Ltd, recently stated that 
his company was to give up issuing a preliminary statement 
of the year's figures because 'the information that we now 
have to give for the proper understanding of our results 
and our financial position is so voluminous that it cannot 
all be incorporated in a preliminary profit státement, if 
that preliminary statement is to give a properly balanced 
view of the situation'. 
In a letter to Delta shareholders he went on to say that ‘In 
order that we can prepare a preliminary statement in a 
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meaningful way we must, anyway, have in front of us at 


the time all the information that will form part of our 
final published accounts. We shall, therefore, not issue a 
preliminary statement this year.' 

The first announcement to the Stock Exchange and 
financial press therefore took the form of the full annual 
report and accounts and chairman's statement. Share- 
holders therefore saw this reported in the financial press 
on April 23rd and were told in Lord ^ erulam's letter dated 
April 13th, that they would receive a copy of the report 
and accounts 'as soon as bulk printing and posting can be 
arranged'. 

When is a preliminary statement not a preliminary 
statement? The answer is when it is in the form of an early 
copy of the report and accounts. 


Not perturbed 


So far as rank and file shareholders in The Delta Metal 

Company are concerned, what they saw in the financial 
press on April 23rd was a preliminary statement since they 
had no copy of the accounts. To the Stock Exchange and 
the financial press the information was not supplied in 
preliminary statement form but in ‘full report’ form. 

Lord Verulam in his letter to shareholders said: ‘We 
believe this to be a sensible forward-looking approach to 
the problem which we hope will commend itself to you 
as being in your best interests’. The trouble is that com- 
plicated accounting makes for complicated reporting 
(movements in metal prices in Delta’s case are one ob- 
vious example) and it is a fact that preliminary figures 
without the necessary full explanation of how they resulted 
and how they need to be read, can be mistranslated in the 
stock-market and even in the financial press. 

' The form of preliminary reporting varies widely, some 
companies resolutely going by the Stock Exchange's now 
almost archaic recommended reporting form and others 
providing virtually a précis of the full accounts. A few — 
a very few — do not issue preliminary figures at all and one 
notable-amongst these is United Dominions Trust. Neither 


"the Stock Exchange nor the financial press seem to be 


particularly perturbed about that and neither will they 
be perturbed about The Delta Metal decision. 

But there is one proviso. No preliminary figures must 
not be taken. the dangerous stage further, of meaning no 
statement when occasion and circumstances demand. 


Gestetner 


fi Delta Metal Company’s apparent inability to 
present a worth-while preliminary statement of any - 
kind is in marked contrast to the achievement of Gestetner 
Holdings who regularly announce their preliminary figures 
within a fortnight of the end of the financial year. Ad- 
mittedly this is not comparing like with like so far as the 
operations of the two companies are concerned, but with 
world sales of £60-6 million and profits of £8-24 million 
pre-tax, SES is not exactly small in industrial company 
terms. 

Gestetner's ER for the financial year to April 3rd, 
1970, were delivered to The Stock Exchange on April 16th. 
Gestetner's record in prompt accounting and reporting is 


. second to none. Despite the very substantial growth in the 


size of the organization both physically and geographically 
in recent years, the ._prompt accounting and reporting ` 
performance has been fully maintained. 
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CITY NOTES 


ONFIDENCE is far easier lost than it js ever restored 

and that commodity, so precious to the stock-market, 
has certainly been lost. It is said the market has only fear 
to fear, but that remark is just about as reassuring as the 
dentist’s “This may hurt a little’. | 

Stock-market fear is largely fear of the unknown. It is 
the fear that stems from unanswered, and largely un- 
answerable, questions. Where is the change in US Vietnam 
policy to lead? Is the Middle East on the brink of open war? 
When will the General Election be and who will win it? 
How much longer is inflation to be allowed to run un- 
checked by Government? Has IOS more unloading to do 
on the world's stock-markets? Is IOS unloading giving 
rise to wider stock-market problems? How many more 
major shipbuilding companies are to threaten closure? 
How much farther has the gilt-edged fall to go? 

Answer merely a few of those questions and there is 
the possibility of some quota of confidence being restored. 
Answer none of them and confidence loses fresh ground. 

An equity market which topped the 400 FT Index 
mark on the morning after the Budget began this week ‘at 
under 360. The immediate development was for a further 
shading of prices with general lack of confidence widely 
quoted as the cause. 

* * * * 


P the same week that the Trust Houses and Forte's 
(Holdings) boards announced the assiduously kept secret 
of their agreed merger terms, the Panel on T'ake-overs and 
Mergers gives over four and a half closely printed pages 


of its annual report to findings on the question "The Use 


- of Confidential Price-sensitive Information’. In plain 
words that means using inside information for share-dealing 
purposes. 

The Panel’s study of this matter was instituted to find 
out ‘how the merchant banks and others concerned in 
take-overs and mergers are involved in the possibility of 
some conflict of interest or of professional propriety in 


that they were all, to a greater or lesser extent, in possession 
of confidential information’. One department of a merchant 
bank, for example, has the inside knowledge of a company, 


: while another department manages substantial investment 


funds which include shares in the particular company 
concerned. 

The Panel dismisses as impractical the legal separation 
of the two departments of the merchant banking house but 
recommends various methods by which inside information. 
can be kept within one department and by which even 
unwitting deals in the shares concerned can be checked. 

It has not passed unnoticed ~to put it at its mildest — 
that the Trust Houses/Forte's (Holdings) merger terms 
were agreed at the highest level and without the aid of 
merchant bank investigation or judgement. | 

The two chairmen, Lord Crowther and Mr Charles 
Forte, agreed that a merger was commercially logical and 
Mr Charles Hardie — that chartered accountant of many 
industrial parts — was called in to help work out the 
terms. 

Here is the true answer to the matter of security in 
merger negotiations — the severest possible restriction of 
the number of people “in the know'. But what can be applied 


` to Trust Houses and Forte's (Holdings) cannot necessarily 


be applied to companies with modern capital structures. 
* * ox * 


T is an odd world when not much more than two weeks 

after a Bank rate reduction from 74 to 7 per cent, a company 
is obliged to borrow through the market at just about the 
stiffest terms experienced for.a year. Imperial Tobacco is 
having to pay 10$ per cent on 1990-95 Loan Stock placed 
at par. Immediately before the Budget the stock could 
have been issued on a 9$ per cent basis. The rate of 103 
per cent, as things are, matches the record level which 
any leading industrial group has had to pay for loan stock 
money. But that was when Bank rate stood a point higher 
than it does now. 


RATES AND PRICES 


Closing prices, Tuesday, May 5th, 1970 


Tax Reserve Certificates: (25.2.70) Companies 54% ; 
:396 surrendered for cash; Personal 4% 


Bank Rate 
Oct. 19, 1967 .. .. 6% Sept. 19, 1968 Se. CN, 
Nov. 9, 1967 .. -. 65% Feb. 27, 1969 ve 0095 
Nov. 18, 1967.. «0895 March 5, 1970 .. 7196 
March 21, 1968 oe 07195 Apr. 15, 1970 .. ^" 75 
Treasury Bills 
Feb. 27 .. £7 118 10°43d% Apr. 3 .. £7 38 5°22d% 
Mar. 6 .. £7 6s 6:99d95 Apr. 10 .. £7 1810°93d% 
Mar. 13 .. £7 6s 1°56d% Apr. 17 .. £6 14s 6:14d% 
Mar. 20 . Á7 5s 2°22d% Apr. 24 £6 rss 5°47d% 
Mar. 26 £7 3s 6:62d% May 1 £6 15s10:47d9 
Money Rates | 
Day to day 5$-6$95 Bank Bills 
7 days i 54—64% 2 months 8-84% 
Fine Trade Bills 3 months 8-84% 
3 months 81-095 4months ..  8-81* 
4 months 81-995 6 months .. 84-84% 
6 months 82-93% | 


Foreign Exchanges 
New York .. 2°4050 Frankfurt a 87415 
Montreal 2°5799 Milan è ee I513:40 
Amsterdam 87375 Oslo SS Wé 171960 
Brussels IIQ'41 Paris ; SN 13:2815 
Copenhagen 18-0630 Zürich .; kè 103395 
Gilt-edged 
Consols 4% ee. 431 Funding 6% 1993 .. 694 
Consols 24% . 5.4. 274 Savings 3% 60-70  .. 0839 
Conversion 34% 38% Savings 3% 65-753 .. 8r 
Conversion 5% 1971 . 97d Treasury 64% -1976 .. 93% 
Conversion 5% 19074 .. 904} Treasury 34% 77-80 .. 66% 
' Conversion 6% 1972 .. 964 Treasury 34% 79-81 .. 64% 
Funding 34% 99-04 , 43% ‘Treasury 5% 86-89 .. 62$ 
Funding 4% 60-90 . 961 Treasury 54% o8-12 .. 614 
Funding 54% 78-80 7714; ‘Treasury 24% .. 27 
Funding 5$% 82-84 738 Victory 4% .. «+ OS 
Funding 52% 87-91: 681 War Loan 34% .. .. 37% 
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Reviews 


The Efficiency of Business Enterprises 
by PROFESSOR L. R. AMEY. 
Allen & Unwin, 58s. 


This is the first of a series of monographs sponsored by 
the Research Committee of The Institute of Chartered 
Accountants in England and Wales. In it Professor Amey 
seeks, whilst avoiding ‘both the Charybdis of economic 
purism and the Scylla of economic nonsense’, to introduce 
economic theory into the very centre of the accountant’s 
domain. His terms of reference from the Research Com- 
mittee were ‘the justification from the point of view of 
management, owners or shareholders, for using profit, 
expressed as a rate of return on capital employed, as an 
index of economic efficiency with respect to a business as 
a whole or sections of it (to include problems of definition)’. 
It would have been legitimate for him, whilst paying lip 
service to economic theory, to write learnedly about how 
to define such things as profit and capital employed, and 
to have left it at that. If he had done this he would probably 
have produced a useful but not very original work about 
which most accountants could have argued happily. 
Instead Professor Amey has rubbed his hands with glee 
at the prospect of writing very learnedly about a number 
of subjects over which most accountants conveniently skate. 

In his preface he notes one of his conclusions ‘that the 
accounting rate of return, as calculated from conventional 
business accounts based on book values, is an inadequate 
basis for measuring efficiency’. Then, just to underline the 
point, he is careful to couple business efficiency with 
economic efficiency in this context. It is in this way that 
he sets out on a work which first attempts to define economic 
efficiency and then to suggest how it should be measured. 

His proposal is that efficiency should be measured by 
‘comparing objective profit with subjective (budgeted) 
profit, but incorporating in the determination of subjective 
profit as many of the available efficiencies as possible’. In 
other words he postulates that efficiency should be measured 
in relation to ‘ideal’ budgets. 

Professor Amey is completely practical in his approach 
and, having determined what has to be measured, devotes 
chapters on those for whom measurement is made — and 
the shareholders come well out of this; what kind of 
standard is implied in the ideal budget; and what is meant 
by the profit and capital employed which are fundamental 
to his thesis. This chapter (VI) which runs to 60 pages, is 
a most comprehensive study of valuation problems, and 
provides a convincing argument for the use of current 
replacement costs. It is well worth reading this chapter in 
isolation as a statement of the need for a current replacement 
cost basis of valuation. 
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By Chapter VII Professor Amey is ready to move for- 
ward to the measurement of business rather than economic 
efficiency, and his first problem is to determine whether 
the same means that he used to measure the efficiency of 
whole businesses can be used to measure the efficiency of 
their parts or divisions. This is approached first from an 
economic and then from a business point of view. And by 
this stage he is ready to demonstrate how to optimize 
business efficiency in order to create ideal standards. 

The last section of the book formulates a linear program- 
ming model for economic efficiency within a business 
organized into divisions. The formal representation of the 
transactions within the business is carefully worked out 
and the constraints imposed are succinctly described. If 
potential readers are unfamiliar with linear programming 
as such, they should acquire some knowledge before 
embarking on Professor Amey's book. 

This is a specialist book for the accountant who wishes 
to see mathematics and economics introduced into the core 
of accounting thinking and practice. It is not easy to read, 
but is laid out very logically and is excellently provided 
with notes, references, appendices on special points, and a 
bibliography. It is almost certainly the kind of book a 
research committee would like to sponsor. 


Practical Tax Saving 
by J. A. NELSON-JONES and BERTRAM SMITH, F.C.A., F.T.I.I. 
Butterworth, 455. 


The authors examine positive tax avoidance (situations 
which ensure tax rates below the norm) and by easy steps 
lead on to the more important but less obvious negative 
avoidance (control of route so that the normal incidence 
of tax is not doubled or multiplied). A clinical outlook 
prevails — hence the advice not to change partnership 
profit-sharing ratios following a year of bumper profits. 
The folly of an incautious regimen is charted, remedial 
exercises enjoined and a change of scene prescribed for 
enervating taxation. 

Chapter headings include fringe benefits, choice of 
business medium and tax haven activities. The broad brush 
approach appears from the inclusion in the discussion of 
‘Tax and the transfer of a business’, of headings for in- 
demnities, stamp duty saving, redundancy payments, and 
post-completion repairs and decorations. 

The perfect bedside book for taxpayers of all degrees, 
these 250-plus pages fall short of being a work of reference. 
Their freedom from blemish is outstanding, although 
the next edition could remind high income earners to 
waive their family allowances. 


RECENT PUBLICATIONS 


Gains Tax: A PRACTICAL GUIDE FOR INvESTORS' by A. A. 
Arnaud. viii+176 pp. 845%. Investors Chronicle, 
paperback 205. 

CORPORATION Tax, M. & E. Handbook Series, by B. S. 
Topple, A.C.A., A.T.LI. x+238 pp. 745. Macdonald & 
Evans, paperback, 14s. 

How To Buy PROPRIETARY SOFTWARE Propucts, edited by 
L. Welke. 65 pp. 8x54. International Computer Pro- 
grams Inc., Indiana, USA, paperback $4.50. 


These books may be obtained from, or through, Gee & Co 
(Publishers) Ltd, The City Library, 151 Strand, London WC2. 
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WEST WALES STUDENTS 
New President 


Mr K. W. RIMMER, F.C.A., a partner 
in the firm of K. Ivor Morgan & Co, 
Chartered Accountants, of Llanelli, 
Carmarthenshire, 
was re-elected 
President of the 
West Wales Char- 
tered Accountant 
Students’ Society 
for 1970-71 at 
the Society’s re- 
cent annual gen- 
eral meeting. 

After service, 
from 1943-47, with the Third King's 
Own Hussars mainly in Palestine, 
Mr Rimmer was articled to the firm 
of Aston, Wilde & Co, Chartered 
Accountants, of Birmingham, and 
was admitted to membership of the 
Institute in 1954. He became a 
partner in his present firm in 1962. 

Elected to the committee of the 
West Wales and Monmouthshire 
Society of Chartered Accountants in 
1966, he has also been chairman of its 
Swansea and district dining club. 

Mr Rimmer was first elected Presi- 
dent of the Students' Society in 1969 
and has always been interested in 
student affairs. He is a keen advocate 
of their claim for representation on the 
senior Society's committee. 

His leisure activities include rugby, 
swimming and bridge, and he has 
represented his county at rugby and 
swimming. 





Other officers elected for the ensuing 
year are: 


Vice-President: Mr N. G. Thomas, r.c.A. 

General Secretary: Mr J. S. Hogan, c/o 
Tribe, Clarke, Montgomery Williams 
& Co, 77 Mansel Street, Swansea. 

Treasurer: Mr H. R. Davies. 

Lecture Secretary: Mr G. Jones. 

Sports Secretary: Mr D. S. Andrews. 

Senior Committee Members: Messrs W. H. 
Jones, B.COMM., F.C.A,, J. G. Powell, 
F.C.A., and J. M. Harris, F.C.A. 

Student Committee Members: Messrs R. 
Gooden, S. Smith, B. Page, R. Margetts, 
R. Saunders, M. Reed and R. Blake. 


Annual Report 


The Committee’s report for 1969 
presented at the meeting, shows that 
membership at the end of the year 
numbered 163. The report makes 
some scathing comments concerning 
the poor attendance at lecture meet- 
ings - not one of which received the 
support they deserved. Even when the 
inducement of a free lunch was offered 
at one meeting, the attendance was 
only 13! 

In view of the total membership it 
is doubtful if any other Society has 
‘such an appalling record’. All the 
lectures, says the report, were of a 
high standard, speakers including Mr 
John V. R. Anderson, M.A., F.C.A., and 
Mr K. S. Carmichael, F.c.a. The 
committee were particularly em- 
barrassed by the fact that only 11 
members took the trouble to take part 
in the visit to The British Steel 
Corporation’s Computer Centre - the 
Corporation had provided a lecturer 


op A ; | e 
At the recent annual dinner of the Hampshire Branch of The Institute of Cost and Works 
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and several operators had been asked 
to stay back in the evening to demon- 
strate the various computer processes. 

Three social events were held 
during the year. In February there 
was a dinner to discuss integration at 
which the speakers were Mr J. C. 
Montgomery Williams, F.C.A., Mr 
R. P. Tovey, F.c.A., and Mr A. T. 
Williams, of the National Economic 
Council, all of whom gave some 
interesting as well as controversial 
views on the subject. Over 2,000 
members and guests attended a 
Fiddlers' Ball in June and the Society's 
annual dinner and dance was attended 
by 140 members and guests. 

At sport, the report states that the 
Society was not as active as in previous 
years and goes on to express the hope 
that more members will participate in 
forthcoming cricket, golf, rugby and 
soccer matches. 


SOUTHAMPTON’S YEAR 


MEMBERSHIP of the Southampton and 
District Chartered Accountants’ 
Students’ Society numbered 184 at 
December 31st, according to the 
Society’s annual report. 

Eight evening lecture meetings were 
held during the year, the average 
attendance being 38 compared with 
26 for 1968. The Society broke new 
ground when, last November, mem- 
bers visited Bournemouth to attend a 
joint one-day course arranged by the 
Bournemouth students on the 1969 


GE 





Accountants, Dr J. M. S. Risk, B.Com., Ph.D., C.A., F.C.W.A., J.Dip.M.A., F.C.I.S., 
F.B.1.M., M.I.M.C., a Vice-President of the Institute, presented the George Russell 
Memorial Prize for First Place in Part II of the Institute's December 1969 examinations 
to Sgt Michael John Gardner, of HO Army Cost and Management Accounts Services, 


Guildford. 
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Finance Act. The report states that the 
the committee hopes soon to follow 
Bournemouth's example by arranging 
its own one-day courses. The Society's 
autumn day-release courses at South- 
ampton College of Technology were 
all well supported. 

Social functions included a very 
successful ‘rave-up’ (The Accountant, 
January 8th last) and the annual 
dinner at which the guest speakers 
were Mr E. K. Wright, M.A., F.C.A., a 
member of the Institute's Council, and 
Mr G. R. Coe, F.c.w.A., a member of 
the Council of The Institute of Cost 
and Works Accountants. 

New officers elected for 1970-71 are: 


President: Mr C. W. Eades, F.C.A. 

Vice President: Mr B. R. Gill. 

Chairman: Mr T. C. Evans. 

Vice-Chairman: Miss M. D. Fray. 

Secretary: Mr R. K. Sexton, c/o Roberts, 
Marsden & Co, 17 Carlton Crescent, 
Southampton. Telephone Southampton 
22465. 

Membership Secretary: Mr B. Crane. 

Treasurer: Mr M. W. Wilkinson. 


Sports and Social Secretary: Mr A. 
Elkins. 


Press Officer: Mr J. Mist. 
Auditor: Miss M. R. Calvert. 


BOURNEMOUTH MEMBERS 
TAKEN TO TASK 


MEMBERS of the Bournemouth and 
District Chartered Accountants’ 
Students’ Society are taken to task 
over their poor attendance at lecture 
meetings in the Society’s report for the 
year ended December 31st. Members 
appear, says the report, to have a 
burst of enthusiasm at the start of 
their articles, but with perhaps the 
exception of fifteen stalwarts are 
rarely seen again! 

This is all the more regrettable 
particularly as the lecture programme 
had been very much a ‘quality’ one. 
The hard work put in by the com- 
mittee surely does not warranj such 
apathy. 

Considerable interest was shown in 
the Society's other activities which 
included a car treasure hunt, a visit 
to the computer installation of W. D. & 
H. O. Wills Ltd, and the inter-office 
general knowledge quiz. Sports acti- 
vities which included soccer, cricket, 
tennis and squash matches were all 
very well supported. 

New officers elected for 1970-71 at 
the Society's recent annual general 
meeting are: 


President: Mr L. A. Pollard, F.c.a. 
Chairman: Mr L. Cartwright, F.C.A. 
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Vice-Chairman: Mr A. G. R. Simmons, 
A.C.A. 


Secretary: Miss D. J. Whiteley, c/o 
Bicker & Co, Hinton Buildings, Hinton 
Road, Bournemouth BH: 2D T. 


Social Secretary: Mr P. F. J. Jumper. 
Sports Secretary: Mr W. J. Willis. 
Treasurer : Mr G. T. Sewell. 


Committee: Messrs R. J. Griffiths, E. H. J. 
Jenkins, L. N. C. Mullinger, J. Saunders 
and T. Rawlins. 


GOLF 


THE captain of the Golf Society of 
The Chartered Accountant Students’ 
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Society of London regretfully an- 
nounces that due to a lack of response 
from members, the meeting to be held 
on May 29th at Surbiton Golf Club 
has been cancelled. The meeting on 
June 29th at Walton Heath Golf Club 
is, however, still on, and a good turn- 
out is anticipated. 

Any member who wishes to play at 
this meeting should contact, as soon 
as possible, the golf captain, Barry 
Tomlinson, at ‘Barrimar’, Ardwell 
Close, Crowthorne, Berks, who will 
be pleased to give more information. 


Notes and Notices 


PROFESSIONAL NOTICES 


BRADING, BARBER & Co and DAVIES 
& Horwoop, announce that as from 
April rst, 1970, their practices have 
been amalgamated and will be carried 
on in the name of BRADING, BARBER & 
Co at 9/10 West Mills, Newbury, 
Berkshire, and at Compton, Hunger- 
ford, Marlborough and Winchester. 
Mr CoLIN GEORGE HORWOOD, F.C.A., 
of Davies & Honwoop, will be enter- 
ing into partnership with the existing 
partners of BRADING, BARBER & Co. 


Burston, Dimmock & Co, Char- 
tered Accountants, of Bridgwater and 
Street, and HEATH, JoB & Co, Char- 
tered Accountants, of Taunton and 
Wellington, announce that as from 
May rst, 1970, their respective prac- 
tices will be amalgamated and the 
enlarged practice will be carried on by 
the present partners from the existing 
offices under the name of BURSTON, 
HEATH & Co. 


CARSON & ‘TROTTER, Chartered 
Accountants, of 107 Irish Street, 
Dumfries, announce that Mr T. H. 
AITKEN, B.A., C.A., was admitted into 
partnership on May Ist, 1970. 


Ernest Hatt & Co, Chartered 
Accountants, announce that on May 
Ist, 1970, their practice and that of 
C. S. Tuomas, STREDDER & Co, 
Chartered Accountants, of 25-27 High 
Street, Solihull, were amalgamated. 
Mr H. R. STREDDER, F.C.A., continues 





as a partner in the joint practice to be 
carried on in the name of ERNEST 
HarL & Co (incorporating C. S. 
THOMAS, STREDDER & Co) at the same 
addresses as at present, and Mr J. C. 
ENGLAND, A.C.A., has been appointed 
an associate of the new partnership. 


HanMoop BANNER & Co and as- 
sociated firms announce the following 
partnership changes with effect from 
May st. Admissions: London - 
D. ANTON, F.C.A, P. S. BLUNDEN, 
A.C.A., R. G. STROVER, A.C.A.; Chester — 
R. A. GODFREY, A.c.A.; Newcastle 
upon Tyne — E. SLACK, A.C.A. Re- 
tirements: Liverpool - J. M. 
HARRISON, T.D., MA, FECA; R N: 
ROBERTS, J.P., F.C.A.; Newcastle upon 
Tyne — P. GARDNER, T.D., D.L., F.C.A.; 
Wrexham - N. C. SUNTER, F.c.A. The 
retiring partners will remain available 
as consultants. 


PANNELL FITZPATRICK & Co, Char- 
tered Accountants, announce that Mr 
RICHARD JOHN CREWDSON PEARSON, 
M.A., A.C.A., is now a partner in their 
London firm. Mr Pearson has been a 
member of the staff of the London 
firm for some years. 


PHILLIPS, FRITH & Co, Chartered 
Accountants, of St Austell, Newquay, 
Bodmin and Wadebridge, announce 
that Mr D. J. HARDMAN, A.C.A., Mr 
G. WALKER, A.C.A., and Mr T. WARREN, 
A.C.A., all of whom have been senior 
members of their staff, have been 
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admitted as partners as from May 
ISt, 1970. 


SCRUTTON, GOODCHILD AND 
SANDERSON, Chartered Accountants, 
announce that Mr Rex HOWLETT, 
A.C.A., and Mr EDWARD STEPHEN BALL, 
A.C.A., have been admitted into part- 
nership from May ist, 1970. Mr 
HowrETT and Mr BALL have been 
associated with the present firm or its 
predecessors for 15 years and 14 
years respectively. The name of the 
firm will remain unchanged. 


SHERWOOD, COHEN, FINE & 
PARTNERS, of 13-15 Portland Place, 
London WIN 4DQ, and 30 Addis- 
combe Grove, Croydon, Surrey, an- 
nounce that Mr ANTHONY SIMMONDS, 
A.c.A., and Mr ANTHONY GOLD, A.C.A., 
were admitted into partnership, with 
effect from May Ist, 1970. The name 
of the practice remains unchanged. 


SPICER AND PEGLER, Chartered Ac- 
countants, announce that Mr Davip 
J. WARD, A.C.A., was admitted to 
partnership on May Ist, 1970. 


STODDARD, GOODWIN & GREEN, 
Chartered Accountants, of 6 Com- 
merce Street, Longton, Stoke-on- 
Trent, and at Rugeley and Hednesford, 
Staffs, announce that Mr LEONARD 
GOODWIN, F.C.A., A.A.C.C.A., A.C.LS., 
retires as a partner as from May rst, 
1970. Mr CHARLES RICHARD CLOWES, 
A.C.A., a senior member of the staff, 
will be admitted as a partner as and 
from that date. 


ToucHE Ross & Co, Chartered 
Accountants, announce that from 
May ist, 1970, they have admitted 
into partnership Mr S. B. RUDGE, 
A.C.A., and Mr B. A. SMOUHA, M.A., 
A.C.A. 


W. H. WALKER & Co and their as- 
sociated firms NEAL & NEAL and 
PRICE, SON & Rem. Chartered Ac- 
countants, announce that they have 
taken into partnership Mr KEVIN 
RICHARD SYKES, A.C.A., Who will 
practise from their Liverpool office. 
They also announce that Mr ALBERT 
CLIVE JAMESON, A.C.A., has retired 
from the practice. Both changes take 
effect from May rst, 1970. 
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APPOINTMENTS 


Mr T. Bromiley, A.C.W.A., has been 
appointed accountant of Edbro Ltd. 


Mr P. G. Dellar, A.C.A., has been 
appointed a director of Fordham Land 
and Property Group Ltd. 

Mr N. Draper, M.B.E., A.A.C.C.A., 
has been appointed a director of 
Minster Assets Ltd. 

Mr Patrick K. Drew, F.c.A., has 
been appointed financial controller 
of Autobar Vending Supplies Ltd. 





Mr P. K. Drew. Mr C. P. M. Gomm. 

Mr C. P. M. Gomm, B.A., A.C.A., 
has been appointed secretary of 
Crompton Parkinson Ltd, a company 
in the Hawker Siddeley Group. 


Mr W. A. Ranson, F.C.A., has been 
appointed to the board of C. A. 
Parsons & Co Ltd, in succession to 
Mr D. P. Walton, F.C.4., who has 
retired as director of finance and 
administration. 


Mr I. M. Rouse, A.A.C.C.A., A.C.I.S., 
has been appointed assistant chief 
accountant/audit and administration 
of the Midlands Electricity Board 
in succession to Mr H. O. Morgan, 
F.S.A.A., A.M.I.T.A., who has retired 
from the board. 


Mr W. R. Shepherd, r.c.a., financial 
director of United Gas Industries 
Ltd, has been appointed to the board 
of British Thermostat Ltd following 


the acquisition of the company by 
United Gas. 


DOUBLE TAXATION 


The United  Kingdom-Belgium 
Double ‘Taxation Convention was 
ratified on March 18th and has now 
been published as a Schedule to an 
Order in Council S.I. 1970, No. 636. 
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COMPANY INVESTIGATION 
New Inspector Appointed 


At the request of Mr Cyril Salmon, 
Q.C., the Board of Trade have released 
him from his appointment as In- 
spector to investigate the affairs of 
Corton Beach (Holdings) Ltd. The 
Board of Trade have accordingly 
appointed in his place Mr Mervyn 
Heald, Q.c., to act as Inspector with 
Mr Richard H. Morcom, F.C.A., 
a partner in Pannell Fitzpatrick & Co, 
whose appointment was announced in 


The Accountant of April 23rd. 


PREVENTION OF FRAUD 
(INVESTMENTS) ACT 1958 


The 1970 edition of the annual pub- 
lication containing particulars of per- 
sons and firms authorized to carry 
on the business of dealing in securities 
as at January 31st, 1970, has now 
been issued by the Board of Trade!. 

It contains the names and addresses 
of holders of principals’ licences, of 
members of Stock Exchanges, of 
associations of dealers in securities 
which are recognized by the Board, 
and of exempted dealers. Particulars 
of unit trust schemes authorized by 
the Board are also included. 


IN PARLIAMENT 
Companies: Effluent Schemes 


Mr CnoucH asked the Minister of 
Technology whether, under existing 
regulations, an investment grant is not 
payable to a company in respect of 
its contribution towards the cost of an 
effluent scheme designed to service 
that company but installed by the 
local authority. 

Mr VARLEY: No. I am advised that 
the terms of section 1 of the Industrial 
Development Act preclude the pay- 
ment of investment grant on such 
expenditure. 


Hansard, April 27th, 1970. Written 
answers, col. 193. 


1 Particulars of Dealers in Securities and of 
Unit Trusts 1970, published under the 
Prevention of Fraud (Investments) Act 
1958. HMSO, price 75; by post, 7s 6d. 
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Investment Grants: Effluent 
Disposal Plant 


Mr Croucu asked the Minister of 
Technology whether an investment 
grant is payable to a company in 
respect of the cost of the installation 
of a pipeline, pumping station and 
plant for the disposal of effluent, 
where that complete plant is owned 
and operated in the course of the 
company’s business. 

Mr VaRLEY: Investment grant is 
payable on capital expenditure in- 
curred on machinery or plant for 
effluent disposal if it is provided by a 
firm engaged in a qualifying industrial 
process, e.g., manufacture, and used 
in the course of the firm's business. 


Hansard, April 27th, 1970. Written 
answers, col. 204. 


Capital Expenditure: Depreciation 
Rates 


Mr KENNETH BAKER asked the Chan- 
cellor of the Exchequer whether he 
will take steps to extend the textile 
investment incentives, namely, the 
writing-off of capital expenditure in 
four years, to the rest of British 
industry. 

Mr ‘Taverne: Depreciation rates 
for tax purposes depend upon the 
expected working life of the plant and 
machinery concerned. The new ar- 
rangements for certain textile machin- 
ery apply the 25 per cent rate on the 
reducing balance basis and do not 
provide for a write-off over four years. 


Hansard, April 27th, 1970. Written 
answers, col. 216. 


Companies Act 1947: section 209 


Mr GRIEVE asked the President of the 
Board of Trade what proposals he has 
for amending section 209 of the 
Companies Act 1947 with a view to 
protecting the interests of minority 
shareholders who are called upon to 
accept offers for their shares under the 
Act, and to ensure that they recejve no 
less favourable terms than share- 
holders who have freely accepted 
take-over. 

Mrs GwvyNEerH DuNwoopy: When 
the time comes to prepare further 
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companies legislation, I will consider 
whether to provide that a dissenting 
shareholder may make any election 
which an approving shareholder could 
have made, even though the election 
is expressed as one which must be 
made in a period which has expired. 


Hansard, April 29th, 1970. Written 
answers, col. 312. 


BUSINESS SESSION FOLLOWING 
INSTITUTE’S ANNUAL MEETING 


In view of the limited amount of 
fiscal legislation contained in the 
Finance Bill 1970, the discussion at 
the business session to be held follow- 
ing the annual meeting of The In- 
stitute of Chartered Accountants in 
England and Wales on May 13th 
will be extended to consider some of 
the major topics which might have 
been included in the Bill. The title of 
the session will therefore now be 
“The Finance Bill 1970 — what is in it 
and what might have been in it’. 


TAX CONFERENCE 


A one-day conference to discuss the 
tax problems of the small company 
will be held by the London Chamber 
of Commerce on May 14th, at the 
Elizabeth Suite, Barrington House, 
Wood Street, London EC2, under the 
chairmanship of Sir Harold Gillett, 
Bt, M.C., F.C.A., a Vice-President of 
the Chamber, and former member of 
the Council of The Institute of 
Chartered Accountants in England 
and Wales. 

The opening talk on close company 
legislation is to be given by Mr 
Steven H. Eastoe, A.C.A., A.C.1.S., who 
later in the day will speak on the 
future of the small company. ‘Shortfall 
provisions’ will be explained by Mr 
W. R. Packer, M.A., F.C.4., and Mr 
Alan Bevis, M.A., LL.B., A.C.A., will 
discuss estate duty problems; there 
wil then follow an examination of 
‘Changes in the 1969 Finance Act’ by 
Mr Lindsay Duncan, B.A., A.C.LS., 
F.T.I.I., M.B.I.M. 

At the final open forum a panel 
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consisting of the speakers will elucidate 
any additional points on which the 
audience would like information. 

Fees are {12 12s for members of the 
London Chamber of Commerce and 
£15 15s for non-members, and will 
include conference papers, luncheon 
and refreshments; applications should 
be made to LCC Forum, 69 Cannon 
Street, London EC4. 


SOUTHERN SOCIETY OF 
CHARTERED ACCOUNTANTS 


Mr A. C. Essex, F.C.A., an executive 
director, Pirelli General Cable Works 
Ltd, was elected President of the 
Southern Society of Chartered Ac- 
countants at the annual general meeting 


of the Society held on April 27th. 





After serving throughout the Second 
World War in the Royal Artillery, he 
was articled to the firm of Kingscott, 
Dix & Co, of Evesham, being admitted 
to membership of the former Society 
of Incorporated Accountants in 1949. 

Immediately after qualifying, Mr 
Essex entered industry and joined The 
Metal Box Co Ltd, where he held 
various accounting and general man- 
agement positions. In 1962 he became 
chief accountant of his present com- 
pany; he was elected to the board in 
1965 and appointed administration 
director in 1967. 

An active supporter of the Southern 
Society, Mr Essex has served on its 
committee since its formation in 1965. 
He has been a member of the Institute’s 
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Technical Advisory Committee since 
1966 and of its ‘Technical Committee 
since 1969. 

Other officers elected for the ensuing 
year are: 


Vice-President: Mr B. A. Apps, F.C.A. 
Treasurer: Mr L. A. Jarvis, F.C.A. 


Secretary: Mr R. G. Norris, A.C.A., 37 
Winchester Street, Basingstoke, Hants. 


COMPANY ACCOUNTANTS 
CONFER IN JERSEY 


Thirty-nine accountants representing 
the three groups of companies that 
form The Wellcome Foundation Ltd 
(Burroughs Wellcome, Cooper's and 
Calmic) attended a three-day meeting 
this week at the Water's Edge Hotel, 
under the chairmanship of Mr Dudley 
Robinson, D.S.C., F.C.A., financial direc- 
tor of the Foundation, to consider 
computerization and standardization 
of procedures and to discuss common 
problems. 

Delegates from the USA and 
Canada, South America, India, Pak- 
istan, Australia and various parts of 
Europe and Africa heard talks by 
Mr D. F. Beeton, A.C.A., group chief 
accountant, Mr J. E. Paterson, C.A., 
director of group management ser- 
vices, and Mr R. B. Martin, F.C.A., 
director and chief accountant of 
Cooper’s. They also took part in group 
discussions. 


WIDER SHARE OWNERSHIP 
COUNCIL 


At the annual general meeting of the 
Wider Share Ownership Council held 
in London on Wednesday of last week, 
presided over by Lord Shawcross, 
P.C., Q.C., chairman of the Council, 
it was announced that the growth of 
investment clubs throughout the UK 
continued to be encouraging. Mr 
William A. Lowe, F.c.A., of the 
Association of Investment Clubs, and 
a member of the Council’s com- 
mittee, observed that the Revenue 
had been most helpful in the mutual 
seeking of a suitable scheme for club 
tax relief. 
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In his speech from the chair, Lord 
Shawcross dealt extensively with the 
economic problems of Great Britain, 
and indicated that the economy would 
‘pick up’. He stressed that experience 
had shown that, in the long run, 
equities provided a hedge against 
inflation, and he was confident that 
selective investment would still do 
that. Mr Maurice Macmillan, M.P., 
executive chairman, spoke on the 
Councils progress in educating a 
great many men and women who had 
sufficient savings in reserve to con- 
sider investing some of their money in 
British industry, and to take an in- 
telligent interest in company affairs. 

Amongst other officers of the Coun- 
cil present at the meeting were Lord 
Tangley, K.B.E., LL.B., an honorary 
treasurer, and Mr Richard Wainwright, 
F.C.A., M.P., a deputy chairman. 


DATADECADE 


American money in European data 
processing was discussed by Mr Dick 
Brandon, chairman and president of 
Brandon Applied Systems Inc., at 
Datadecade, a one-day conference 
sponsored by the National Computing 
Centre in London on Wednesday of 
last week, under the chairmanship of 
Mr John Gratwick, managing direc- 
tor, Urwick Orr & Partners Ltd. 

Mr Brandon referred to the general 
background and then dealt with the 
increasing pace of American invest- 
ment in Europe, its impact on the 
computer service industry, the future 
pattern of take-overs in computer 
software, and the benefits of American 
expertise. 

Other speakers included Mr Peter 
Clarke, a director of IBM United 
Kingdom Ltd, Mr Peter Hall, a 
director of International Computers 
Ltd, and Mr Saul Steinberg, chair- 
man and chief executive officer of 
Leasco Data Processing Corporation 
Inc., who expressed the view that 
computer systems would have to 
become more user-orientated, even 
to the extent of integrated management 
systems on an industry-wide basis. 
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PICCADILLY TAX DISCUSSION 
GROUP 


The final meeting of the Piccadilly 
Tax Discussion Group will be held 
on Wednesday next, May 13th, at 
6 p.m., at 5 Albemarle Street, London 
Wi, when the subject will be “The 
Finance Bill 1970’. Thereafter the 
Group is disbanding and the member- 
ship is being transferred to the May- 
fair Tax Discussion Group. 


LIVERPOOL SOCIETY'S 
CENTENARY 


The Liverpool Society of Chartered 
Accountants' centenary booklet re- 
viewed under ‘Current Affairs’ on 
April 16th, was stated to include ‘some 
petty errors’. ‘To avoid possible 
offence, it should be made clear that 
this comment was based on an ad- 
vance copy of the booklet, to which a 
number of corrections were made 
before its general issue to members. 

In particular, the reference to 
"Britain's first officially-recognized 
body of accountants’ has now been 
rectified. The reference to ‘life mem- 
bers’ of the Institute Council arose 
from a misconception by the author 
of the status of ‘Society-appointed 
members’ under the 1959 Scheme of 
Integration. 


THE INSTITUTE OF INTERNAL 
AUDITORS 


London Chapter 


At a meeting of the London Chapter 
of The Institute of Internal Auditors 
on Wednesday next at 12.30 p.m. at 
the Rembrandt Hotel, ‘Thurloe Place, 
London SW7, Mr J. M. Thomson, 
M.A., F.C.LS.,, finance director of 
Brooke Bond Liebig Ltd, will be 
talking on ‘Some problems of an 
international company’. 

Readers wishing to attend this 
luncheon and meeting should contact 
the honorary secretary of the Chap- 
ter, Mr G. J. Adcock, c/o Hill, 
Samuel & Co Ltd, 100 Wood Street, 
London EC2. 


VALUERS OF LAND 
BUILDINGS 


213 ST VINCENT ST. GLASGOW PLANT AND MACHINERY 
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Integration Ahoy! 


N OT a little space has been given in these columns during the 
past two years to the momentous proposals for the future of 
the profession, and it may not be too fanciful to liken their pro- 
gress to the course of some legendary sea battle of a bygone age. 

'The long periods of inaction enlivened by the theories of arm- 
chair strategists, the impatience to get on with a task so obviously 
waiting to be done, the ‘buzz’ of impending action, have been 
followed in the best traditional fashion by reconnaissance, tactical 
manceuvre, sighting shots and, finally, by a hotly fought engage- 
ment without quarter asked or given, in which the full thunder of 
words, if not of cannon, has raged over a wide area, and some 
palpable hits were scored on both sides. 

At one stage, indeed, the good ship Quaere Verum was forced 
to withdraw from the fray, having suffered something akin to an 
internal explosion: but the necessary repairs were effected whilst 
still under steam, and the cross of St Andrew is once more nailed 
firmly to the mast. 

These saliferous reflections are prompted by last week's 
distribution to members of The Institute of Chartered Account- 
ants of Scotland of the formal documents prepared to implement 
the scheme of integration as it applies to Scotland. In an accom- 
panying letter to his members, the new President, Mr G. D. H. 
Dewar, C.A., emphasizes a number of fundamental points, including 
that the Scottish Institute is to remain independent and auto- 
nomous, and that implementation of the Scottish scheme is 
conditional upon acceptance of the complementary proposals 
by members of the English Institute. 

On the other hand, if the Scottish scheme should fail, this will 
not affect the participation of the other five bodies. In that event, 
some 1,300 accountants resident in Scotland would join the 
English Institute, thereby creating in Scotland a strong and 
growing body which would compete with the Scottish Institute 
in the fields of recruitment, education and training — particularly 
in industry, where members of the Scottish Institute would be 
precluded under their present constitution from training students. 

The draft Integration Agreement, made subject to approval of 
the necessary resolutions by requisite majorities of the six par- 
ticipating bodies was sealed on behalf of the participants last week: 
and so, to revert to our initial metaphor, the course for the final 
decisive phase has been set. If a well-found vessel, having borne so 
much of the battle, is torpedoed within sight of land, the con- 
sequences for the profession and the public are incalculable. 
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FINANCE BILL 


Relief for 
Mineral Owners 


npe the second reading of the Finance Bill 
on May sth, the Chief Secretary announced new 
concessions to the taxation of mineral royalties. Despite 
the assertions of the theorists that taxation does not 
2ct as a disincentive, the fact remains that the present 
tax system offers little inducement to landowners to 
make available the minerals on their land. 


The traditional method cf turning the minerals to 
account is to grant a licence to someone to take the 
minerals away on terms of paying a royalty geared to 
the amount of minerals taken. Such royalties are 
income, and accordingly the landowner may be relieved 
of some 18s 3d in the £ out of the money which really 
represents a sale of part of his land. Moreover, the 
landowner may have to pay betterment levy as well. 
In some circumstances it may be possible to sell the 
minerals outright for a lump sum which would be 
capital in the hands of the recipient. This, of course, 
would not avoid betterment levy nor capital gains tax. 
In the majority of cases, it is impossible to say what 
the minerals are worth until they have been extracted 
and, therefore, the lump sum device is not much used. 


Mr Diamond told the House of Commons that the 
Government had been considering the implication of 
recent developments in the exploitation of minerals 
regarding the tax liabilities of the mineral owner. New 
mineral deposits have been discovered in the develop- 
ment areas which lie so deep that for practical purposes 
they can be exploited only on a royalty basis. Again, 
modern methods of working are very much quicker 
than in the past. T'his means that large amounts of 
royalty may be received over quite a short period of 
time, with the consequent sharp increase in the rate of 
surtax. The Chancellor of the Exchequer has now 
accepted that a review is called for of the tax provisions 
under which landowners are faced with the choice of 
either releasing their minerals for a negligible sum 
(after tax) or holding on to them and so denying the 
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country a significant contribution to the balance of 
payments. 


Under the new proposals, the mineral operator who 
pays the royalty will still be in the same position. The 
recipient of the royalty will have his tax liability 
calculated on the base of treating half the royalty as an 
income receipt, with the normal tax consequences; 
and the other half as if it were a receipt of capital. 
Where the granting of the mineral lease has not been 
subject to betterment levy, the capital half will be 
treated as a chargeable gain. It will thus normally be 
subject to capital gains tax at 30 per cent, as and when 
it is received. 


Where betterment levy applies, there will be rules 
to secure that the combined incidence of capital gains 
tax and betterment levy on the capital half will normally 
be between 30 per cent and 40 per cent depending on 
the amount of the levy. Points of detail will be discussed 
with the interests concerned. 


Mr Diamond explained that the consideration of the 
matter was not far enough advanced for it to be 
mentioned in the Budget Speech. The Government 
proposed to bring forward a new clause in the Finance 
Bill. The effect of the new arrangement in reducing the 
marginal rate of combined taxation where large 
mineral royalties are payable for a short time will be 
appreciable. 


The new tax treatment will apply to minerals gener- 
ally, but the main benefit of it will go to deep-mined 
minerals, where it 1s not normally possible for the 
deposits to be sold outright to the would-be operator 
as a capital transaction. This is hoped to be of special 
benefit in respect of the mineral deposits being dis- 
covered in development areas. It was because of this 
help to the Government's development area policy 
and the importance of mineral development to the 
national economy as a whole, that it was. decided to 
make this announcement when the Finance Bill's 
second reading was debated. 


The Chief Secretary had a disappointing announce- 
ment for the ‘negative income tax’ lobby. There are 
many advocates of a system under which personal 
allowances are granted not merely in terms of reduction 
of tax payable by the taxpayer, but also as a subsidy to 
the persons entitled to the allowances whose income is 
not large enough to pay tax. 


Mr Diamond said at first sight this idea had its 
attractions: it combined a selective method of relieving 
poverty with great administrative savings and simplifi- 
cations. However, the Government’s conclusion was 
broadly the same as that reached by most others who 
have examined the proposals in depth. The various 
schemes of negative income tax all suffered from one or 
more major defects, some of which were cutlined in 
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paragraph 108 of the White Paper National Superan- 
nuation and Social Insurance (Cmnd 3883), namely, 
the inability to respond quickly to individuals’ new 
needs, complexity, the great cost of any effective 
scheme, and the substantial unresolved problems of 
incentives. To the extent that one sought to avoid 
complexity, one came up against inequity. Inequity in 
dealing with the varying needs of individuals becomes 
much greater when one moves from tax allowances to 
tax payments and on a much broader scale. Mr 
Diamond had accordingly reached the conclusion that 
this was not an acceptable reform. 


Although he was obviously influenced by the dis- 
incentive effect of a negative income tax, when he was 
dealing with the abolition of the reduced rate relief, 
he challenged the argument that this would be a 
disincentive. There was no evidence to substantiate the 
allegation that the propensity to work harder was 
affected by the marginal rate of income tax. He stressed 
that a wage-earner's tax for the year depended on 
total income, including overtime, bonuses, deductions 
for short-time working, and on his total personal 
circumstances and consequential personal allowances. 
It follows that for most wage-earners the effective rate — 
and for many also the marginal rate — of income tax 
could not possibly be ascertained during the course of 
the year. 


It was just not possible for an individual to determine 
precisely, even with an accountant sitting at his side, 
what the future would hold for him for the rest of the 
year in terms of remuneration, and possibly also in 
terms of allowances. The theory that a man could say 
how his tax would be affected if he worked three 
hours' overtime, and how much if he only worked two 
hours' overtime, could not be sustained. If there was 
any deterrent, it was from a misconception of the 
situation rather than an understanding of it. 


Mr Diamond repeated the Chancellor's pronounce- 
ment that the abolition of reduced rate relief combined 
with increases in the personal allowances had removed 
2 million people out of the tax machine. Mr Joel 
Barnett on the Government sifle, pointed out that Mr 
Diamond seemed to be wanting to have it both ways. 
Another Member asserted that these 2 million people 
had only come into the tax machine because of the 
progressive decline in the value of money. 


Mr Barnett regretted that the Chancellor of the 
Exchequer did not open the debate. Either the Chan- 
cellor lacked interest in tax prcblems generally or had 
decided that ncthing could be done about them. It was 
a little sad that after six years in office the Government 
had not recast the personal taxation structure. Mr 
Barnett would be prepared to abolish the highest levels 
of surtax and to amalgamate it with income tax, but 
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at the same time he would introduce a wealth tax and a 
gift tax, accompanied by a reduction in estate duty. 
It seemed to be generally agreed among backbenchers 
that estate duty was one of the major disincentives 
against saving. 


The Chief Secretary showed himself remarkably 
complacent concerning maladministration in the Inland 
Revenue, It is, after all, partly because of this that 
2 million taxpayers are being removed from their 
ministrations. Nevertheless, Mr Diamond said thet 
no substantial amendments were required because the 
taxes were working, on the whole, well and efficiently. 
He admitted that this was a little difficult to reconcile 
with the cases which have come to light where things 
had certainly gone wrong in dealing with the indi- 
vidual's tax affairs. Mr Diamond said that the Parlia- 
mentary Commissioner had found that there were 
26 such cases last year and added that this was only one 
in a million taxpayers — a highly creditable performance. 


Mr Edward du Cann, for the Opposition, said that 
he was a director of a company which had on its staff 
a number of highly qualified tax advisers. One of them 
had told Mr du Cann that, of the assessments with 
which they deal, only one in 20 is correct. Many people 
were not receiving repayments to which they were 
entitled. The policing of returns was elementary. No 
one knew how many potential taxpayers were not called 
to make returns of their income. 


Mr Richard Wainwright spoke in similar vein. He 
quoted from the Fifth Report of the Estimates 
Committee of the Session 1968-69, which said at 
paragraph 24 that the volume and complexity of the 
work had very greatly increased. At the same time, 
there had been a failure to produce, either by direct 
recruitment of graduates or promotion within the 
branch, enough tax inspectors to keep up their 
numbers. 


The result had been that the tax inspectorate was no 
longer able to do all the work that ought to be done at 
their level. They had to make a much more highly 
selective choice of cases on which to fight. He said it 
did not seem to occur to the Treasury Bench that the 
very same features of the complex tax system which 
deterred people from entering the Inland Revenue, 
were equally appalling to the ordinary taxpayer who 
had to pay. 


Clauses 11, 12, 13, 14 and 35 were committed to a 
committee of the whole House for Tuesday or Wednes- 
day of this week. Any new clause first appearing by 
May 8th, and relating to corporation tax, personal 
reliefs, or savings schemes was also so committed. The 
remainder of the Bill was committed to a Standing 
Committee. 
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The Queen Mother 
at Moorgate Place 


Pictures taken at the royal opening of 
Chartered Accountants' Hall reported 
in last week's issue. 





The President, Mr R. G. Leach, C.B.E., F.C.A., and the Secretary, 
Mr C. Evan-Jones, M.B.E. (right), are presented to the Queen 
Mother by the Lord Mayor. 





Her Majesty talking to Mrs Evan-Jones. 








The Queen Mother declares Chartered Accountants' Hall open. 
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The President offers the Queen Mother a memento of the occasion. 





The Queen Mother signs the Visitors’ Book. 












Mr Alec Dunlop and other members of the secretariat are The Queen Mother with the Librarian, Mr Max Harvey, 
presented to Her Majesty. and some of his staff. 
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Mr William Whitfield, the architect, shows Her Majesty a model of the new building. I 
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Current 
Affairs 





Export Paperwork 


O of the factors which has discouraged many 
small businesses from entering the export market 
has been the volume of paperwork attached to the 
dispatch of goods overseas. À report of the United 
Kingdom Committee for the Simplification of Inter- 
national Trade Procedures under the chairmanship of 
Lord Thorneycroft (The SITPRO Report 1970, 
HMSO, CL puts forward a number of recom- 
mendations for simplifying the documentation re- 
quired. For example, the report cites a typical list of 
50 documents and procedures which have to be 
prepared and handled for goods in a container being 
shipped to European importers. 

The report states that the present documentation 
and procedures owe much to commercial negotiation 
and customs which existed a century ago. More 
recently, however, the growth of world trade, the 
speed at which the goods can be moved, and the 
influence of international corporations which move 
large quantities of goods across frontiers, have com- 
pelled a new approach. 

Accordingly, the report sets out the main features 
of what SITPRO believes is a simpler and time-saving 
method. ‘This involves using standard size documents 
with common items of information on each form. The 
Committee recognizes that there is a limit to the extent 
to which the number of documents can be substan- 
tially reduced, but the standardization of these forms 
will facilitate the computerization of the information 
contained therein. 

There will be no compulsion on industry or shipping 
companies to use these forms, not least because there 
is as yet no international agreement. Events will no 
doubt compel eventual world-wide reform but, in the 
meantime, it is to be hoped that the newly established 
board will facilitate modernization in this area and 
help reduce costs of documentation. These, according 
to the report, account for more than ro per cent of the 
value of consignments in respect of about 95 per cent 
of UK exports. 
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The Role of International 
Companies 


L Committee on Invisible Exports has been 
conscious for some time of the growth of inter- 
national and multi-national companies and of their 
possible contribution to Britain's invisible earnings if 
their management headquarters were located in this 
country. As a result, it commissioned the Economists 
Advisory Group at the end of 1968 'to consider the 
factors which determine the location of the central 
and regional head offices of international companies; 
to study the direct and indirect effects on the invisible 
earnings of the United Kingdom which are derived 
from the location of such offices here rather than 
abroad; and to consider possible changes which might 
make the UK more attractive as a base for head- 
quarters operations'. 

The study has now been completed and the com- 
mittee has decided to publish both the findings and 
its recommendations as a significant contribution to 
the understanding of the decisions of international 
corporations and their impact on Britain. 

In spite of several advantages offered by the UK 
as the base for such corporations, the investigators 
have reported that 'a big majority of the new European 
headquarters that have been set up in the past twenty 
years have been located on the Continent, with 
Switzerland and Belgium the most popular countries'. 
They believe that the main reasons why the UK has 
not exerted a bigger attraction are taxation and 
currency restrictions. 

As many of the recommendations in the study 
affect both the committee and appropriate govern- 
ment departments, a working party has been set up 
under the chairmanship of Sir Richard Powell to 
consider them and, where appropriate, advise the 
committee accordingly. 


Report on Shipping 


Tee Government has welcomed the report of the 
Rochdale Committee of Inquiry into the Shipping 
Industry (Cmnd 4337, HMSO, £3) published last 
week, not least because it is the first comprehensive 
official review of the industry ever undertaken. The 
shipping industry controls over 20 million tons of 
shipping, equal to 11:5 per cent of the world fleet at 
end-1968, which compares with the 28:1 per cent in 
1939. The gross capital stock of the industry was 
£2,400 million and annual investment in recent years 
has been between /1oo million and {150 million 
although it rose to £240 million in 1968. 

The report is not critical of the industry, which in 
recent years has been adapting itself more rapidly to 
changing circumstances than in earlier times, but the 
committee would like to see more mergers within the 
industry and a reduction in the number of trade 
unions. It believes that better opportunities for training 
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management should be provided, since it concludes 
there are too few good men at middle-management 
levels. The salary structure in some companies, states 
the committee, must create difficulties in recruiting 
staff and discourage efficient junior managers with 
potential to the point of leaving the industry. 

The Committee considers that the industry does 
not require any further assistance from the Govern- 
ment, nor does it believe Government intervention is 
needed to produce more mergers. The present situation 
in which the industry is entitled to 20 per cent invest- 
ment grant for ships plus substantial cheap credit, 
means, according to the report, that a UK shipping 
company needs to put up little of its own money to 
invest in new ships, and the Committee does not 
regard this as healthy in the long run. 

Certainly such a situation could lead to over- 
investment in an industry in which the rate of return 
on investment is low: it averaged only 3:6 per cent 
before tax over the 12 years to 1968. It has, however, 
been rising slightly in the last two years. 

The Committee urges the Government as soon as 
practicable to withdraw the 20 per cent investment 
grant and to replace it with investment allowances. 
It notes that, taking investment grants into account, 
the general tax position of the UK industry is at least 
as favourable as that of any of its major foreign 
competitors. 


Enterprise in Banking 


IVERSIFICATION is becoming the keynote of 

banking existence, with the provision of an ever- 
widening range of services. Now, the customers of 
Barclays Bank (and non-customers as well) will have 
3,300 ‘built-in’ advisers — branch managers, no less — on 
computer bureau facilities. 

The new service came into operation last week with 
the formation of a company set up jointly with Inter- 
national Computers Ltd. As announced in The 
Accountant of February sth, when the proposals were 
initially disclosed, ICL's contribution to the venture 
comprises the existing business of its wholly-owned 
subsidiary ICSL, and Barclays has contributed its 
Customer Services Division and {1-5 million in cash. 

In terms of expertise and facilities, Baric has started 
operations with considerable advantages over organiza- 
tions in this field, as there are over 1,000 employees 
and a widespread network of processing centres and 
sales offices which cannot be matched by any other 
British bureau. A comprehensive data processing 
service from these centres will be provided on the 
sixteen computers operated by ICSL, and all the 
processing work handled by the Customer Services 
Division of Barclays will, in due course, be transferred 
to these machines, as none of the bank's network of 
computers will be used by Baric. 

Mr Clifford Robinson, managing director of Baric, 
estimates that the total UK market for computing 
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services during 1969 was {20 million and he believes 
that business will grow at the rate of 30 per cent per 
annum for the next few years. “We recognize’, he stated 
in London last week, 'that the explosive growth in 
the market will be due primarily to an increase in the 
number of firms using computing facilities for the 
first time. ‘These firms will be mainly in the smaller-size 
range and it is here that we look to this liaison with 
Barclays, and to the branch managers in particular, to 
help us make contact with this hitherto untapped 
market’. 


Liaison officers are being appointed by Barclays 
Bank to maintain contact between Baric and branch 
managers, to familiarize the managers with the com- 
puting facilities which are available, and to provide a 
link between Baric and potential customers. Nine of 
them, all experienced bank men, are being appointed in 
the first instance, and will undergo training with Baric 
before taking up their duties. 


It could very well be that Baric will quickly become 
established as a dominant force in the computer service 
bureau industry because, as with many of Barclays’ 
other services — such as Barclaycard and Barclaytrust — 
the services of Baric will be available to everyone, 
whether customers of the bank or not. 


Professional Indemnity Insurance 


N recent years, practising accountants have found 

increasing difficulty in negotiating adequate profes- 
sional indemnity insurance. At the annual meeting 
this week of The Institute of Chartered Accountants in 
England and Wales, the President announced a scheme 
which will enable members of the Institute to take 
advantage of a new indemnity insurance policy, with 
wording agreed between the Institute, the brokers and 
the underwriters. 


He said that the agreed policy will offer members a 
very substantial cover and wide insuring arrangements. 
In addition to this the brokers concerned offer an 
advisory service which will be available to all members 
whether they insure through these brokers or not. 


The Council is also concerned at the thought that 
some practising members may be under-insured. ‘The 
importance of a periodic review of a practising mem- 
ber’s indemnity cover, both as to the total indemnity 
and as to the limit (where this applies) in respect of any 
one occurrence, is one of the points stressed in the 
current series of articles in this journal on the subject 
of professional indemnity insurance, the second of 
which appears on another page. 


National Management Game 


3 Bees first round of the National Management Game 
— sponsored by the Financial Times, 'The Institute 
of Chartered Accountants in England and Wales and 
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International Computers Ltd — is now over and 81 of 
the original 243 participating teams go forward for 
round two. Each successive round will reduce the 
number of teams by two-thirds, so that there will be 
stiff competition for places in round three, the semi- 
finals and the finals which will take place in July. 

The end of round one gave the game administrator, 
Mr K. S. Williams, F.C.A., and his staff a tremendous 
volume of work. An ICL 1900 series computer at 
ICL's Putney headquarters was in operation for 
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forty-five minutes to work out the results and produce 
2,916 printed copies of the team positions. These, 
together with consolatary letters to the teams elimi- 
nated, and congratulatory letters to those remaining, 
had to be assembled and mailed to 243 addresses. 
Additional packages had to be posted to the 81 success- 
ful teams with administration notes for round two and 
computer print-outs showing the new starting position 
— a much tougher starting position than was used for 
round one, according to Mr Williams. 





THIS IS MY LIFE 


Perks 


by An Industrious Accountant 


MAC but pleasantly modulated voice was 
on the telephone a week or so ago; its owner was 
working on a thesis for his university degree and he 
would appreciate enormously the favour of a short 
interview. Just to collect data on staff working con- 
ditions in the modern retail trade for comparison with 
the 1910 standards, he explained courteously, if it 
wasn't too much trouble. 


Struggling students have my sympathy and the 
subject was close to my heart, so we fixed an appoint- 
ment there and then. 


Somehow he wasn't quite what I expected when he 
arrived, though admittedly college types are unpredict- 
able these days. It wasn't so much the decidedly casual 
garb as the bracelet on his wrist and the bare toes peep- 
ing through the sandals; nor so much the long ringlets 
(after all, those 1950 crew-cuts were far worse) as the 
look in his eyes. He seemed at once amused and 
ingenuous, as if industry was an archaic ritual to be 
noted for record purposes. 


However, his questionnaire was exhaustive and well- 
planned, and he had some interesting figures gleaned 
elsewhere to compare with ours. We went over salary 
scales (with some reservations on my part), and hours 
of work, and unpaid overtime, and he caught me 
unawares with a question about how soon I anticipated 
the four-day week. 


Then it was the pension scheme. Did we have a 
basis of final pay or average pay, and was there a 
lump-sum death benefit, and what about widows and 
orphans, and early retirement on medical grounds? I 
asked him his views on the Government's new scheme, 


but he admitted cheerfully that he hadn't a clue. 
Instead, he found it easier to ask for his interviewee's 
opinions on the second page of his questionnaire. 


Next we switched over to canteens, and the merits 
of the subsidized meals as against vouchers, and the 
reasons why we'd rather lose money on the meals than 
pay more to the staff. We touched on holidays, and 
tea-breaks, and the procedure for time-off in cases of 
staff family bereavement, and the extent of sick-pay in 
cases of long illness. I told him of a company that not so 
long ago used to pay a maximum of two week's salary, 
even to responsible employees of long service, leaving 
them to suffer on social welfare benefits for the balance 
of their sickness, and he was appropriately shocked. 


Other perquisites, I explained, were unwritten and 
unpromised, but senior men of long service — and, of 
course, directors — could obtain them as special 
concessions. (Actually the loan of a company car, or of 
a carpenter for a domestic job, were in my mind at this 
stage but I naturally didn't want to specify them.) 
After all, I told him, ‘perks’ were traditional in every 
job. 

He agreed. He had records of employees in certain 
car manufacturing firms having opportunities to buy 
vehicles on better terms than the public, and of com- 
mercial travellers with the valuable privilege of un- 
limited private travel free of charge. 


True, I said, and went on to explain that we our- 
selves had certain privileges: for instance, we could 
buy some items of our own goods at pre-profit prices 
as was usual in the distributive trade, and he capped 
this with a story of travel agents' staff with cheap 
off-season holiday opportunities. 


Just then my secretary brought in the afternoon tea. 
She's very pretty, with golden curls and a radiant 
smile which shook the student in his seat. He looked 
at her, and at me, and back at her. In his eyes dawned 
crystal-clear the startled consciousness of what those 
unwritten perquisites might include for the great 
captains of industry, and an envious appreciation of a 
historical seigneurial perquisite which is now, un- 
fortunately, obsolete . . . at least, I hope so. 
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Institute's Annual Meeting 


HE eighty-ninth annual meeting of The Institute 

of Chartered Accountants in England and Wales 
was held on Wednesday in Chartered Accountants' 
Hall, London. The President, Mr R. G. Leach, C.B.E., 
F.C.A., was in the chair. Also on the platform were 
Mr C. Croxton-Smith, M.A., LL.B., F.C.A., Deputy 
President; Mr A. H. Walton, F.c.a., Vice-President, 
Mr S. Dixon, M.A., F.c.A., Past President and Mr 
C. Evan-Jones, M.B.E., Secretary of the Institute. 


PRESIDENT'S SPEECH 


In the course of his speech to move the adoption of 
the report of the Council and the accounts for the year 
to December 31st, 1969, the President said: 


‘Before I move the reception of the report and accounts, 
I would like to refer to a number of matters of general 
interest. 

“This is a memorable and happy occasion — the first 
annual meeting in our new building. I have been keeping 
my fingers crossed that the building would be completed in 
time, since we have had many problems. We were bound to 
retain parts of the old Belcher building, completed in 1893, 
and the task of blending this with a new tower building, on 


a restricted site, was considerable and we are fortunate 
that our architect, Mr William Whitfield, has done such 
a brilliant job for us. 

'I would also wish to place on record the fine work done 
by the Moorgate Place Redevelopment Committee under 
the chairmanship of Mr Ray Appleyard, the Furnishing Sub- 
committee, and of the secretariat under Mr Evan-Jones 
who have literally worked day and night to achieve the 
successful opening of the building. 

‘We are also deeply indebted to Her Majesty Queen 
Elizabeth, the Queen Mother, who performed the opening 
ceremony on May 6th, with such wonderful grace and 
charm, and who showed such interest both in our present 
operations and our plans for the future. 

‘I hope you will like your new building, which I believe 
must rank as one of the finest professional headquarters in 
the world and fully worthy of our great name. I also hope 
you will make full use of the greatly enlarged facilities for 
members, such as the modernized library, the members' 
rooms, restaurant, changing and interview rooms. 

‘There is still some tidying up to do and some de- 
ficiencies to correct and I regret to say that the building, 
other than the library, cannot be open fully to members 
until June 8th. 

‘I imagine that you have read the report and accounts and 





The President addressing the annual meeting in Chartered Accountants' Hall on Wednesday. 
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I will not take up time by repeating all that has already 
been said. You will be interested to hear, however, that 
the 1968 report and accounts has just been selected for an 
award by The British Association of Industrial Editors in 
the National House Journal Competition. 

‘The report shows the wide extent of our activities on 
many fronts and I think we should all be grateful to the 
many members who serve on committees, assist with 
courses, and generally carry forward the many tasks of the 
Institute. This has been a challenging and exciting year and 
only by the combined efforts of so many members could we 
have achieved the results which are summarized in the 
report. 


Criticism and praise 


‘We have had a mixture of criticism and praise from the 
national press which is inevitable now that accountancy has 
become news. With the growth in the number of investors, a 
more sophisticated financial press with much greater cover- 
age, an era of take-over bids, and increased Government 
interest and influence in industry, it is obvious that our 
profession which alone records and reports on financial 
results must be very much in the public eye. 

‘We have responded to criticism of accounting standards 
by our Statement of Intent in December 1969, under which 
we have pledged ourselves to producing a code of account- 
ing practice which will be both more uniform and more 
easily understood. 

‘I do not believe we should be accused either of lack of 
initiative or of complacency. We have been planning for the 
future for some considerable time and the scheme for the 
development and integration of the profession was pub- 
lished in the ‘Blue Book’ in July 1968. Since that date it has 
been closely examined and discussed and modifications 
have been made to meet the views expressed by members. 

‘As a result of our initiative the Government has set 
up a high-level working party with the Board of Inland 
Revenue to study the simplification of tax. 

‘We have expressed an Institute view on many matters of 
public interest. We have intensified our programme of 
courses and are planning for an increase in post-qualifi- 
cation instruction and education. 

‘I do not think this is the right forum for a detailed dis- 
cussion on the scheme, generally known as ‘Future Plans’, 
since a special meeting will be held in the Albert Hall on 
June 24th for this purpose. On that occasion the poll will 
be taken after a transcript of the proceedings has been sent 
to every member. 


Financial position 


‘I should like to mention specifically the financial position 
of our Institute. Subscriptions have remained at the present 
level since January 1966. There has been an ever-increasing 
volume and breadth of Institute work and of the services 
provided to members in recent years, and the implication of 
our Statement of Intent on accounting standards alone will 
call for additional technical staff in the future. Having 
regard to this, to the continuous rise in salaries of skilled 
personnel since 1966, and since salaries form such an impor- 
tant part of our total expenditure, the necessity for a sub- 
stantial increase in revenue is self-evident. 

‘However, a resolution to increase subscriptions by 
approximately 40 per cent was rejected in 1968 and in view 
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of the imminence of the scheme — although the period has 
been longer than was then contemplated — it was decided to 
postpone a further approach to members until the results of 
voting were known. It was obvious that deficiencies would 
be incurred in 1969 and 1970, and over the two years these 
deficiencies will probably be of the order of £150,000 in 
all. T'his is, in fact, very much less than the interest on loans 
paid to finance the new building during the course of con- 
struction which interest could be regarded as a capital cost. 

‘Since we have created an asset in this building with a 
present value greatly in excess of cost which is likely 
to increase each year, I feel that we cannot be accused of 
living on the surpluses accumulated by our predecessors. It 
is reassuring to note that the prospective rent for the two 
top floors of the building which we shall not occupy ourselves, 
will go a long way to meeting the interest on the whole cost of 
construction of this building. We are retaining our existing — 
and very economical — premises at Goswell Road to house a 
large proportion of the staff engaged on administrative duties. 

‘If the scheme is approved, then with our increased 
membership the subscription rates can obviously be lower 
than they otherwise should be, and we would be able to 
adopt for 1971 the scale proposed in the ‘Blue Book’. If 
unhappily this is not the case, then we shall submit to 
members at a special meeting in September, proposals for 
appropriate increases in subscriptions. 

'You will have seen references in the annual report to 
the Institute's work on the taxation front. This has included 
not only the setting up of the high powered working party 
on tax simplification, but the many other points of anomaly 
and difficulty which we take up with the Board of Inland 
Revenue. In this connection I would mention one point of 
particular interest to practising members in regard to the 
allowance of interest paid. 

‘As a result of representations of the accountancy bodies, 
the Board of Inland Revenue have conceded that interest on 
loans incurred by salaried partners for the purpose of 
introducing capital is allowable for taxation. : 

‘It is also a step forward that the Government's pensio 
plans were exposed for public comment and were discussed 
with appropriate bodies. This is the course we have been 
advocating in regard to new tax legislation. It was also 
gratifying that the Finance Bill 1970 raises no further 
complications for practising members and those in industry. 


Professional indemnity insurance 


“The Council is very conscious that practising members 
are in need of urgent advice on professional indemnity 
insurance. Premiums have been rising very steeply and in 
addition to this a number of members have found that 
companies which have negotiated their policies for many 
years have withdrawn from the market and in some in- 
stances that the underwriters have reduced the amount of 
cover they are willing to underwrite. 

"Although the Institute has been very actively engaged 
with brokers over the past year, it has not been possible 
before now to arrange a scheme. 

‘I am happy to be able to tell you that, as a result of our 
discussions with a major firm of brokers, negotiations with 
the market are now proceeding and in due course it is 
hoped to be able to announce to members a scheme whereby 
members will be able to take advantage of a new Chartered 
Accountants' Indemnity Insurance Policy, with wording 
agreed between the Institute, the brokers and the under- 
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writers, offering very substantial cover and wide insuring 
arrangements; and, added to this, an advisory service run 
by this firm of brokers, which will be available to all 
members, whether they insure through these brokers or not. 

‘I must tell you the Institute is advised that many 
members are under-insured. Once our scheme is launched, 
I do earnestly suggest that practising members take 
advice on the question of their indemnity insurance 
cover. I believe you will find that, under the new policy 
made available to members, you can insure for a more 
realistic cover without a major increase in premium, as the 
scheme is based on a more scientific assessment of 
premium ratings than the present underwriting formula. 

‘I must mention that under the provisions of by-law 
95, Mr F. A. J. Couldery gave notice of his intention to 
propose a resolution at this meeting in regard to the pro- 
vision of an Institute journal to be issued to members as one 
of the basic benefits of membership. It will be remembered 
that Mr Couldery has raised this matter at previous annual 
meetings. 

‘Mr Couldery’s resolution referred to the new circum- 
stances arising out of the integration proposals, in that three 
of the integrating bodies have for many years issued a free 
journal to their members, and to the advent of a weekly 
publication which is issued free to accountants by a com- 
mercial organization. 

‘In these new circumstances his resolution contended that 
the arguments advanced in 1968 by the Council against the 
inauguration of an Institute journal were no longer tenable 
and that this should proceed without delay. 

‘I discussed this matter with Mr Couldery and agreed 
with him that new circumstances now existed. I could not, 
however, anticipate the result of the voting on the scheme 
and until this is known, it is not possible to agree with 
the merging bodies on the future of the Institute journal. 
A study was, however, already in hand and this matter would 
be brought to a conclusion as soon as possible after the poll 
results were announced. In any event, the matter would be 
fully reviewed. 

‘In these circumstances, Mr Couldery was good enough 
to withdraw his resolution and I am grateful for his co- 
operation in saving time and expense for the Institute. 


Business games 


‘I would also refer to the enormous public interest which 
the Institute has aroused not only by its Business Game for 
Sixth Formers in which 242 schools participated in 1969-70, 
but for its new National Management Game. Two hundred 
and forty-three entries were accepted for the first competi- 
tion and it is intended to hold a second round in the autumn 
when a greatly increased number of teams can compete. 
These games serve two purposes: one to encourage re- 
cruitment of business-minded boys and girls into our 
profession and secondly to emphasize to the public that as a 
profession we are business minded, and competent to offer 
a wide range of services to industry and commerce. 

*On the education front we have, I believe, taken an 
important and far-reaching decision in setting up an 
Advisory Board of Accountancy Education, composed 
equally of members of our profession and leading edu- 
cationalists. The advice of this body will be invaluable in 
planning the future pattern for education. 

*Our Institute, to which we all owe so much, is I believe 
in good shape and well equipped to face the new problems 
of these changing times. We cannot be accused of living on 
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our great traditions regardless of change. There is virtually 
no side of our activities which has not been re-examined 
and we have far-reaching plans for the future. An enormous 
volume of Institute work is carried out voluntarily day by 
day by members all over the country and we are all in- 
debted to them for their devotion to the Institute. 

‘Finally, I would like to express my sincere thanks and 
appreciation for the support given me so generously by 
members in London, in the provinces and abroad’, 

The President formally proposed, and the Deputy- 
President seconded, the reception of the report and 
accounts, which were then open for discussion. 


DISCUSSION 


Mr T. D. G. Kelly, r.c.4. (Warwick) paid tribute to the 
realization of a great achievement in the completion of the 
Institute’s new premises and added that those who had 
previously spoken of 'cloud-capped ivory towers’ would 
be pleased to note that, in the fashion of the best partner- 
ships, the upper part of the new building was to be managed 
with a view to profit. He commended the immense effort 
which had gone into the whole project on the part of 
successive presidents, members of the Council and the 
Institute's staff. 

Mr D. B. Hughes, F.c.a. (London) mentioned the recent 
reference in the Institute's Newsletter to the publication of 
a total of 290,000 books and booklets by the Institute. He 
questioned the value of the printing equipment at present 
carried in the Institute's books, and suggested that a feasi- 
bility study be undertaken of the Institute having its own 
printing department. 

In reply, the President pointed out that the Institute 
already had its own fully-equipped printing department 
under the control of an extremely able manager. He did not 
have the value of the printing equipment immediately 
available but undertook to provide Mr Hughes with this 
information after the meeting. 

The report and accounts were then adopted. 


ELECTIONS 


The election or re-election of sixteen members of Council 
in accordance with the notice convening the meeting was 
then confirmed, no other nominations having been received. 

The auditors, Messrs J. M. Keith, F.c.a., and B. W. 
Rivett, F.C.4., were reappointed for a further year at a fee 
of £3,500. 

At the close of the meeting, a member spoke of the lively 
standard of debate which had distinguished several past 
annual meetings at Church House, Westminster. He 
welcomed this evidence of members’ participation in 
Institute affairs, and was sorry that this morning’s pro- 
ceedings had been confined entirely to formal business. 


TRIBUTE TO THE PRESIDENT 


Mr E. L. Ashton, M.A., F.c.A. (Liverpool) proposed a vote 
of thanks to Mr R. G. Leach, C.B.E., F.c.A., as President. It 
had been his privilege during the past year to accompany 
Mr Leach to a number of District Society meetings through- 
out the country, where Mr Leach had shown himself an 
outstanding President, both in his inspiration of members 
and in his talent for using one short word where two 
longer ones might do. ` 
The vote of thanks was carried with acclamation. 
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Banquet at Chartered Accountants’ Hall 


HE celebrations to mark the opening of Chartered 

Accountants Hall on Wednesday of last week con- 
cluded, as briefly noted in our last issue, with a Banquet in 
the Great Hall. 

The President, Mr R. G. Leach, C.B.E., F.C.A., was in the 
chair, and supported by the Deputy President, Vice- 
President, Past-Presidents, members of Council and 
Presidents of district societies, entertained many dis- 
tinguished guests representing, in the President's words, 
'every side of our national life'. 

The toast of "The Institute of Chartered Accountants in 
England and Wales’ was proposed by Mr Desmond 
Ackner, Q.c., Chairman of the Bar Council, who said in the 
course of his speech: 

‘The affinities between accountancy and the law have 
always been strong. This was appreciated by John Belcher, 
that outstanding architect, in his impressive and fascinating 
building constructed some 80 years ago for your Institute. 
He surmounted the oriel balcony with a most delicate 
sculpture by Thorndyke of ‘Justice’. 

‘When one looks around this magnificent hall (and may 
I add my own congratulations to your architect, Mr 
Whitfield) and around this vast assembly, it 1s difficult to 
imagine that 100 years ago this great professional body did 
not exist and that it was being planned by nine accountants 
discussing the matter in Moorgate. Your numbers have 
increased by the hundreds and by the thousands. They are 
now in the score of thousands and when your proposals 
for integration are carried into force, then they will shortly 
be approaching the hundred thousand. 

‘But numbers alone are not the only matter of significance, 


there is, of course, the standing, the repute of a profession 
and its professional body. I read with unbridled admiration 
your 1969 report and observed that on the 1969 accounts 
there was a deficit more than 50 per cent greater than 
my professional body’s entire income. What a credit rating! 

‘In your presidential statement you referred to the fact 
that we live in times of rapid change, that the surge of 
technical development and the increasing awareness of 
international trade have brought greater and greater 
competition, and this, as we all know, has resulted in larger 
units due to more and more mergers taking place. There is 
thus an ever-increasing demand for the professional, a 
demand that increases in a geometric rather than an 
arithmetic ratio yearly. 

‘Recently, a highly successful amateur sailor, whose name 
my momentary impartiality obliges me to suppress, 
emphasized that what we need in business is expertise; 
plain, simple professionalism. ‘The success of your Institute 
shows how amply you are answering that demand. To those 
of discernment and foresight it is becoming vital that the 
managers of today and tomorrow should have a pro- 
fessional training, because it is a professional training that 
brings with it a deep sense of personal discipline. 

‘I believe that it is the absence of that sense which is 
responsible to a very large extent for the majority of 
society's present ills — indifference and idleness, discontent 
and disorder, boredom and crime. It is the discipline of 
the profession, its training and its fellowship that is res- 
ponsible for its standards, its values and its vitality. ‘That 
is why, no doubt, Bacon reminded us that every man is a 
debtor to his profession.’ 





Mr Desmond Ackner, Q.C., Chairman. The General Council of the Bar, proposing the toast of the Institute. 
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Replying to the toast, Mr R. G. Leach, C.B.E., F.C.A., 
President of the Institute, said: 

‘It is a great joy to be home again at Moorgate Place in 
our ninetieth year. Our Institute received its charter in 
1880, but was the result of the merger of five earlier bodies, 
including the Institute of Accountants in London dating 
back to 1870. ‘Thus, we are either go or 100 years old as you 
please. 

‘Compared with our 587 members in 1880, today we have 
48,000 and if our scheme for the development and inte- 
gration of the profession is approved — as I confidently 
hope and believe it will be — our membership will rise in 
1971 to 72,000. We shall be the largest professional ac- 
countancy body in the world, which we realize imposes 
a heavy responsibility on us. We are determined that we 
shall take the lead in our principles and practices as well as 
in numbers.’ 


Taking the lead 


One field in which the President reiterated the Institute's 
determination to take the lead was that of accounting 
standards. He reminded his audience of ‘one or two much- 
publicized financial disasters' and the alleged multiplicity 
of accounting practices, and continued: 

'However, we appreciated that a real problem existed and 
by our Statement of Intent issued in December 1969 we 
are pledged to extend and define more precisely the 
accounting standards we recommend and to encourage 
greater disclosure of those aécounting matters where 
judgement must always be involved in estimating value. We 
hope to work closely with the Board of Trade in this 
respect and we have been promised the support of the 
leading representative bodies in the City and in industry. 

'I hope and believe we shall reach a good measure of 
agreement on these matters.’ 

The toast of "The Guests’ was proposed by Mr C. 
Croxton-Smith, M.A., LL.B., F.C.A., Deputy President, who 
spoke of his pleasure that the Institute was at last able to 
entertain its guests in its own home. It was unthinkable 
that the profession's headquarters should be anywhere but 
in the City of London, of whose life the Institute was 
proud to be a part. 

On behalf of the guests, Mr John Diamond, P.C., M.P., 
F.c.A.. and Mr Jeremy Thorpe, P.C., M.P., responded. 


ACCOUNTANT 725 


Mr Diamond welcomed the Council’s Statement of Intent 
on accountancy standards for two reasons. First, it had 
become clear that there was a need for authoritative 
statements on the best accounting practices in areas where 
the law has not been specific. Second, where the law has 
not been specific, the gap should be filled by the profession 
and not in any other way. 

There were pressures on the Government to fill it unless 
it was filled and it was right that the profession had taken 
the steps that it had. He expressed the hope that the pro- 
fession would not be deterred if every single target that it 
had set for itself was not achieved. The change in the climate 
of opinion which had been effected was of great importance 
and he wished the profession every success. 


Great leap forward 


Referring to the proposals for the future development of 
the accountancy profession, Mr Diamond expressed the 
hope that when members of the Institute came to vote, 
not only would they consider the past and traditions, not 
only the present advantages and disadvantages, but also 
what would be the best organization for the great leap 
forward which the profession is going to take in the future. 

Mr Thorpe spoke of the profession’s reputation for 
integrity and honesty and the way in which the profession 
regulated itself in these respects. He emphasized that 
the collection of taxes depended on trust between the 
Inland Revenue and members of the profession. In this 
respect he welcomed the consultative group announced by 
the Chancellor to bring about the simplification of taxation. 
He expressed the hope that the Institute’s initiative in this 
regard would be successful in bringing about the simpli- 
fication of the tax structure and that the group would work 
with a Select Committee to achieve a dialogue on taxation. 

Mr Thorpe also said that he hoped to see many more 
accountants elected to the House of Commons, where their 
numbers at present were very few in comparison with 
barristers, solicitors, journalists and company directors. 
He felt that the profession had a duty to see that it was more 
generously represented in the House. 
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Mr John Diamond, P.C., M.P., F.C.A., Chief Secretary to the 
Treasury, being received by the President. 
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Low-cost Flexibility in a Computer- 
based Accounting System 


by D. GIBBONS, B.Sc., A.C.W.A., and D. J. HORTON, C.A. 


IN computer applications become more complicated, 
users are experiencing increasing difficulty in 
modifying them to reflect changes in the required 
output. Accountants are just as vulnerable in this 
respect as other users, but if they are to continue to be 
responsive to the changing needs of a business they 
must be able to obtain from third-generation com- 
puters the same degree of flexibility as was possible 
with manually prepared work-sheets. Often the 
objectives of low cost and high flexibility are irreconcil- 
able and for this reason many routines which would 
otherwise have been mechanized are still carried out 
by hand. 

During the last two years we have developed at 
Pfizer a comprehensive accounting system on the 
computer to handle the nominal and costing ledgers, 
and this automatically prepares final accounts from 
prime entries with the minimum of manual interven- 
tion. We believe that we have achieved the required 
degree of flexibility without an excessive increase in 
development costs. 


Background 


Pfizer in the UK is part of an international group 
and is organized in more than one company. It reports 
to a European headquarters which in turn reports to 
the US. Control is exercised locally on a divisional 
basis, each division handling a major range of the 
company's products. Product groups include pharma- 
ceuticals and fine chemicals and also high-volume 
consumer products. 

Divisions overlap company boundaries and we have 
therefore introduced the concept of statistical (as 
opposed to corporate) accounting for the purposes of 
operational control. If more than one division operates 
within the same company the books of that company 
are subdivided into branches on a divisional basis. 

Ten years ago a start was made on mechanizing the 
accounting system at Pfizer, first on punch cards 
and later on an ICT 1500 computer. ‘The routines were 
relatively simple and accepted prime entries in the 
form of purchase invoices, petty cash vouchers, etc., 


The contributors of this article are respectively the Assistant 
Controller and Systems Accountant in the Pfizer organization. 


and from these a trial balance card listing was prepared, 
showing for each account the brought forward and 
carry forward balances together with the current period 
transactions. In the middle of 1969 an IBM 360/30 
computer with disks and tapes was acquired and a 
feasibility study was undertaken of extending the use 
of the computer in the accounting area. It was found 
that by modifying the existing ledger tape (which 
formed the financial data base) it was possible to pre- 
pare the routine accounting reports automatically 
without losing the desired degree of flexibility. The 
problems encountered and solutions evolved in 
developing these routines are described below. 


The problem 


The nominal and costing ledgers are fully integrated 
and monthly statistical and corporate accounts are 
prepared for each division and each company. A 
comprehensive system of budgetary control is in 
operation and most routine reports compare actual and 
budgeted performance and show the results for the 
same period last year. Many service functions such as 
accounting, distribution, and data processing, are 
centralized and the expenses of these are apportioned 
to receiving departments on the basis of usage. Manu- 
facturing expenses are also apportioned on the basis 
of activity in each cost centre and because the nominal 
and costing ledgers are integrated these allocations give 
rise to a considerable number of entries in the books of 
account. Our business, like most others, is evolving 
and because of this we'must maintain our ability to 
change both the bases of apportionment of the various 
cost centres with the minimum of delay and expense. 

The content and format of many of the routine 
accounting reports is laid down by the headquarters 
and, as can be expected, these requirements change 
from time to time. When changes do arise, local com- 
panies are expected to comply with the minimum of 
delay and it is therefore important that we are not 
locked in to inflexible computer programs which 
would make rapid change impossible. In addition to 
producing routine reports for the headquarters in the 
prescribed format for all divisions, separate statements 
are prepared for each of the businesses to meet their 
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specific requirements. Here again there is the need. for 
flexibility as the reporting requirements in a fine 
chemicals business, with its high product-handling 
costs, differ substantially from the requirements. of a 
consumer business where the emphasis is much more 
on the effective use of promotional expenditure. 


The solution 
(a) Data base 


To satisfy the requirements outlined above a data base 
has been developed which is divided into three parts. 


The first contains data relating to individual account ` 


balances for each type of expense within each depart- 
ment. The details recorded include the account descrip- 
tion, the monthly and. year-to-date balances for the 
current and previous years, the phased budget for the 
current year, and the basis for flexing budgets pro rata 
to departmental activity where appropriate. 

In the second section the bases of apportionment of 
cost centres are set out, e.g., standard rates pet unit 
of output. 

The third part of the data base contains specifications 
detailing the headings and the content of each report 
and the way in which it is to be set out. 


(b) Manipulation of data base 


Each month the data base, as defined above, is updated 
and a program then links the ledger balances with the 
allocations parameters, thereby generating debit and 
credit entries which are posted to the appropriate 
ledger accounts. This facility is useful for other 
purposes such as the calculation of corporation tax 
based on the net balance on the profit and loss accounts, 
after allowing for tax adjustments. 


(c) Interrogation of data base 


Programs have been written to extract from the files 
selected information for incorporation in accounting 
reports, the specifications for which are held on the 
report specification file. The incorporation of flexibility 
in computer systems is expensive and alniost inevitably 
results in slower processing times compared to more 
rigidly defined routines. Our objective in designing this 
. system was to achieve the maximum flexibility con- 
sistent with an increase in systems development costs 
not exceeding 10 per cent of the cost of a conventionally 
designed system which would meet the reporting 
requirements. It became clear at the outset that we 
could not achieve unlimited flexibility for all the reports 
` without excessive expenditure and we therefore divided 
reports into three categortes, each of yon is described 
below: 


(x) Reports where format and content are pre- 
determined by the data and program. This is 
the normal way to program computers and is 
flexible only to the extent that it will handle all 
code combinations in the data which could 
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theoretically occur." The trial balance listing 
which is produced as part of the: routine is of this 
' type. 

(2) Reports where the format can be predetermined 
but where the data going into the reports is 
variable and depends on a parameter file which is 
the basis on which the data is selected. Once this 

` selection has been made the format is then deter- 
mined by the program. Departmental expense 
statements, which compare actual with budgeted 
expenditure, come into this category. The report 
specification file defines the departments for 
which expense statements are required and the 
program then extracts the appropriate account 
balances and prints the report in a. standard 
format. 


(3) Reports where changes in the format and content 
are required at short notice. Into this category 
come profit and loss accounts, balance sheets, 
and supporting schedules. It is in this area that 
we believe we have achieved real flexibility 
without excessive cost. 


Although it is possible to write a special program for 
each report or group of reports in category (3) this is 
clearly not practical, bearing in mind the frequency of 
change in the requirements. We have got over this 
problem by designing an interpretive compiler. This is 
a series of programs which accepts a limited number of 
high-level program language statements and expands 
these into a comprehensive program in machine lan- 
guage. This in turn-acts on the data and produces the 
reports in the required format. The compiler works by 
treating each report as a simple matrix made up of 
columns and lines and each element of this matrix 
is either extracted from the data base or computed from 
the extracted data. 

We have found that by using just seven program 
statements the matrix can be adequately defined so as to 
produce any report in the desired format and as, due to 
practical considerations, our reports do not exceed 
15 columns in width and 55 lines in depth the matrix 
can be built up in the immediate access store of the 
computer. 

A major benefit which is emerging from the use of 
the compiler is that definition of the reports is relatively 
simple, and clerical staff can be taught within the space 
of three hours to write their own report specifications. 
This reduces substantially the dependence of the user 
on the data processing department and we have for the 
first time the facility to extract reports from the data 


base without calling on scarce data processing re- 


sources. This is also of considerable benefit to the 
data processing staff who are not continually called 
upon to modify programs as a result of changes in the 
reporting requirements. 


Conclusion 


By developing the routines described above we have 
drastically reduced the amount of manual work neces- 
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sary between the capture of the prime data and the 
preparation of the final accounts. Wherever possible, 
entries are posted to the ledger direct from subsidiary 
routines, e.g., sales accounting and inventories, and 
our attention is now concentrated on automatically 
checking the validity of all manually prepared data 
entering the system. 

Whereás several packages we examined from soft- 
ware houses had facilities for producing reports in a 
variety of formats, none of them had adequate facilities 
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to generate entries in the books of account by manip- 
ulating the updated ledger balances. Our failure to 
find adequate software may well be due to the problems 
inevitably experienced by software houses in writing 
complex programs without close involvement in the 
day-to-day problems of operating industrial accounting 
systems. For this reason we feel that the more success- 
ful applications of this nature will in future almost 
certainly be developed within the accounting 
profession. 


The Case of the Double Profit and 


Loss Account | 
by MICHAEL GREENER, B.A., F.C.A. 


HE use of reserve accounts as an alternative to the 

profit and loss account for the elimination of unwanted 
debit items, whether they be expenses recently incurred or 
tangible or intangible assets acquired, is open to objection. 
Similarly, perhaps, one should protest against the crediting 
of items direct to reserve account where these belong 
properly to the profit and loss account. 

There is a definite distinction between a charge against 
profits and an appropriation of profits. The former is a 
cost incurred in the earning of these profits, the latter is 
used to describe how profits, once determined, are divided 
between those persons entitled to them. This ' includes 
transfers to reserves where it is thought that the money is 
better saved than distributed. 

There is a growing tendency, either accidentally or 
deliberately, perhaps out of exaggerated concern for price/ 
earnings ratios, for charges and appropriations to become 


somewhat confused, and for items that should properly be. 
charged to profit and loss account, being expenses incurred | 


in the earning of that profit, to be debited directly either 
to the appropriation account or to a reserye account. In 
this way the profits, either before or after tax for particular 
years may be distorted and a false trend of profits over a 
period may be shown. 

The practice is not confined to the small private company 
but seems to be followed by large public companies who 
ought reasonably to be expected to give a lead in these 
matters. Apart from this, abuses of accounting methods 
are somewhat dangerous at a time when the accounting 
profession is subject to considerable criticism. 


Some examples of abuse 


The abuses referred to could be classified as follows: 
` (x) The writing-off of past losses against reserve accounts. 


(2) The writing-down of fixed assets whether they be 
tangible or intangible by direct debits to reserve 
account. 


(3) The wrongful treatment of what are described as 
exceptional items of income or expenditure, parti- 
cularly of expenditure. | 


(4) The writing back of provisions no longer required 
directly to, say, general reserve thus showing over a 
period lower profits than those that have in fact been 
earned. 


(5) The inconsistent treatment of adjustments to the 
taxation figure resulting from insufficient or excessive 
provisions in previous years. 

(6) The inconsistent treatment between various com- 


panies of the profits or losses arising on the: NEPOS 
of fixed assets. 


Each category will now be dealt with in turn. Before 


doing so it may be useful to make one or two general 
observations. 


Sources of capital 


The company's capital is acquired from two sources: funds 
obtained by direct subscription and funds retained out of 
profits. The capital referred to here is equal to net assets 


and excludes current liabilities though these are in effect 


voluntary or involuntary loans made by various creditors. 
To the primary sources of capital, funds raised (including 
premiums) and profits retained, might be added a third: 
the surpluses arising on the revaluation of fixed assets. 
These will usually be a somewhat unreal source in so far as 
they are merely recognition of the impact of inflation and: 
the inadequacy of traditional forms of book-keeping. 
Where the revaluation is made necessary by, say, changes 


in rates of exchange outside the control of the business, 


the preceding remarks do not necessarily apply though 
the increase or decrease in capital may yet be more apparent 
than real. In both instances what is happening is that 


capital funds already obtained are being adjusted to take 
into account variations in the purchasing power of money. . 
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We:can for the moment ignore this third and somewhat 
nebulous source and revert to the first two. There are 
‘various legal requirements surrounding the. raising of 
funds by a company whether it be by the issue of shares or 
debentures, and the annual accounts will normally give 
an adequate explanation of these fund-raising activities, 
though changes in capital structure incident upon a merger 
may be not so easily comprehended or. the Clapham 
omnibus. However, as has been said, funds obtained from 
without can be identified and are surrounded with a certain 


publicity. 


Origins of profit 


When it comes to profits retained, this being the second and 
aften major source of funds, it is important that the origin 
`of these funds should be equally apparent, as should their 
Gisposition. They can, by definition, only arise from profits. 
Ihe major contributor must be revenue profit and it is 
one of the purposes of this essay to suggest that this profit 
should always be seen to flow through the profit and loss 
account proper, to be in effect the accumulated balance on 
the profit and loss account, whatever this may be called, 
after deductions have been made for profits legally distri- 
buted. Where direct transfers to or from reserves are made 
with feference to items that properly appertain to the profit 
and loss account, thé retained.earnings (including reserves) 
: figure in the balance sheet will not be the sum of the 
individual parts, ie. the undistributed profits of the 
previous years. 

Whilst this may not be of absolute importance it can 
lead to duplicity, for the company has in effect disclosed 
earnings greater or less than true earnings by the amounts 
involved. As share prices are so closely tied to earnings 


ngures, the dangers of this practice do no: need particular . 


emphasis. It is not suggested, and this must be made 
quite clear, that in the instances to be discussed there has 
been deliberate manipulation of earniags figures for 
nefarious purposes, but that the companies concerned 
may be setting an example that needs to be carefully 
qualified if it js not to open.the way for serious distortion 
of results. 


Provision or reserve | 


There are two other general questions that deserve atten- 
tion at this stage, that is, before going on to consider the 
particular categories listed. The first concerns the.distinc- 
tion ‘between provisions and reserves. ft has. been the 
practice for many years, and the practice has in fact been 
confirmed by legislation, to.use the word 'provision' with 
reference to losses or expenses definitely incurred but 
not yet determined; and to use the word ‘reserve’ for 
amounts set aside out of profits either for named purposes, 
or merely with the intention that the funds they represent 
should remain in the business, either to bolster the capital 
position or to guard against the possibility of pea times 
ahead. 

A provision thus refers to charges or costs incurred in 
running the business and therefore in earning profits or 
forestalling losses. A reserve consists of appropriations of 
profits already made. In contemporary published accounts, 
the words are tending to become a little confused. . 

The second general point refers to the writing-off of 
what are referred to in.various ways as capital losses. 
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If a company invests in new plant,-depreciates the plant 
at Io per cent for two years, and then finds that the bottom 
has fallen out of what they had hoped would be a lucrative 
market, the writing-off of the balance of the cost of the 
asset should surely be in the profit and loss account. It 1s 
a trading loss stemming from a mistaken marketing or 
investment decision. To treat it as anything else would be 
not only unreal but could lead to dangerous abuses. When 
losses are written off against reserves or retained profits, 
what in effect is being done is that additional benefits from 
wise decisions are allowed to inflate earnings, while un- 
anticipated losses from unwise decisions.are CH quietly 
under the carpet.. 

If the earnings are to benefit from the one, they. must 
lose from the other. There are exceptions. Alternative 
methods of treatment were mentioned in the previous 
paragraph and will.be described Br in DRE 
sections. 

Considerable space has been given to more general 
considerations and these might well have been dealt with 
when considering systematically the six categories of abuse 
listed previously. However, in so far as they are of fairly 
general application and as failure to state them initially 
may tend to befuddle consideration of individual matters, 
it is better that they be set down before each item is 
considered separately. This it is now proposed to do. 


1. Past losses 


It is perhaps unfortunate that this category should be put 
first as it may present some of the more serious difficulties. 
The basic argument is that trading losses known to relate 
to previous years should not be eliminated by being set off 
against accumulated profits, or that if they are the precise, 
when possible, impact on the previous years should be 
indicated. There are various immediate problems. . When 
does a loss become a past loss as opposed to a present loss? 
Should a loss be written off (a) in the year it is actually 
incurred, (5) in the year that it should have been apparent, 
or (c) in the year it was actually discovered? ‘The answer 
is not as easy as it may seem, for who is to say when the 
cause of any particular expense, cost or loss, actually 
arose; or for that matter, when it should have been 
discovered? 


The effective date 


It is not always easy to say when a loss or expense. was 
incurred. A faulty piece of equipment, or even a hole ina 
roof, may be the initial cause of considerable damage, but 
is the expense said to be incurred at the time the damage 
suddenly becomes apparent, e.g., when a building col- 
lapses, or the ventilation system fails to function, or the 
roof falls in, or at the time the fault occurred or the hole 
originally appeared? Was the battle lost on the day the 
horse-shoe nail was missing? 

If the date of the primary cause is tee the decision, 
if not easy, is possible, but what if the date is not known? 
Should an estimate be made, and if so, how? It seems 
reasonable to adopt a policy whereby profits or losses are 
charged progressively against relevant years, but what 
must be avoided is the criterion of expediency whereby in 
the absence of any precedent or accepted: practice, losses 
are spread backwards merely because the year in which 
they happened is unable or unwilling to support them. 
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In the Cunard accounts for 1968, the provision for 
future contingent losses on chartered ships was increased 


by £i million to £3:2 million. This was charged directly ` 


to retained profits. The implication is that the provision 
made in previous years was too low. 'l'hese years are not 
identified. The treatment of this item as an appropriation 
rather than a charge in 1968 is a considerable advantage 
when the profits after tax are only {2-1 million (with a 
£3 million loss in the previous year). Some indication of 
the profit figures really affected might have been usefully 
iven. 

j Another example concerns the accounts of the Anglo 
Auto Finance Co. In 1966 it was found necessary to put 
through an increase in the provision for doubtful debts of 
£1,399,000. To see this in perspective it should be noted 
that profits before the provision were {914,000 (before 
tax). In the previous year £530,000 was provided and 
total debtors were in the region of {26 million. Of 
the £1,399,000, £899,000 was debited in the accounts 
for the year. The balance was treated as appertaining to 
previous years and deducted from retained profits brought 
forward. No attempt was made to adjust comparative 
figures. 

It 1s accepted that the apportioning of such an increase 
might be difficult but points to note are (1) in HP finance 
it is unlikely that doubtful, as opposed to bad, debts go 
back very far; and (2) although no five- or ten-year summary 
is given in 1966 or subsequent years, summaries were given 
in 1965 and in documents issued in connection with (a) the 
merger of Anglo Auto with Julian S. Hodge Ltd on October 
31st, 1967, and (P) the eventual take-over of Anglo Auto 
by the Hodge Group on July 31st, 1969. These documents 
required five-year profit summaries. The £530,000 referred 
to above was not deducted from any of the profit figures 
between 1962 and 1967 in either document. It was shown 
as a supplementary note, but it is questioned whether this 
is sufficient when the average annual profits after tax for 
the five years to October 1966 were £440,000. 


2. The writing-down of fixed assets 


In this section we are concerned with expenditure that is 
intended to benefit subsequent years, whether that expendi- 
ture be recurrent or not. In the following section we shall 
be dealing with non-recurrent items of revenue and 
expenditure that do not appear to arise out of the years 
trading nor to result in the establishment of an intangible 
asset, though they may in fact appear to relate directly or 
indirectly to past, present, or subsequent years. There 
will also be a certain overlap in this section with cate- 
gory 6 but this latter category has been reserved for 
methods of accounting for profits or losses on sale of fixed 
assets or surpluses on revaluation. 

One major obstacle to the setting down of ideal pro- 
cedures is the confusion surrounding the treatment in 
accounts of what is known as goodwill. Proper treatment 
of this subject would require a treatise and it is only possible 
here to make one or two remarks of a more general nature. 
In the first place some distinction must be made between 
goodwill arising on consolidation in group accounts, and 
goodwill in the accounts of any single company due to its 
having been acquired by outright purchase. 

The proper treatment of goodwill arising on.a con- 
solidation must, if this discussion is to be kept within 
reasonable bounds, be for the most part ignored. For the 
present one remark will suffice: that by a deliberate system 
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of undervaluing the assets of a subsidiary company at the 
date of acquisition, it may be possible to establish a sub- 
stantial figure for goodwill. This can then be set off in the 
group accounts against capital reserves, and the true 
capital employed by the group can be misrepresented. 

So much for group accounts in particular. As far as 
general principles are concerned, it should be noted that 
the inclusion of a goodwill figure is often an accident 
arising from accounting, for the goodwill represents the 
difference between the true value in use of the assets 
purchased and their break-up or perhaps face value. It is 
debatable whether goodwill should generally be added to 
the book value of the assets purchased. 


Goodwill on purchase 


For example, a café may be purchased for £5,000. This 
may be split as £3,000 for the property, {500 for the fittings 
and {1,500 for the goodwill. What has happened, however, 


‘is that the purchaser has bought a property consisting of 


(a) a building, and (b) fittings for a sum of £5,000, and this 
he considers to be the value to him of those items. This 
sum is £1,500 above average, due to the reputation of the 
establishment. What is the precise justification for putting 
£1,500 in a separate account called goodwill and writing 
the property down to a figure less than its present worth? 
What is the further justification for advocating, as so many 
accountants do, that goodwill should be written off as soon 
as possible? If the value of the property in the example 
given falls quickly from £5,000 to £3,000, then either the 
purchaser has made a bad buy, or there is something 
seriously wrong in the way he runs the business. 

It is possible that a man for reasons best known to 
himself may buy a fixed asset for more than he believes it 
to be worth. Nevertheless, the price he pays is the cost of 
the asset, and the profit he makes must be related to this. 
The cost may be written down by normal methods of 
depreciation as quickly as circumstances would seem to 
merit and profits will be reduced accordingly. There seems 
no argument whatsoever for putting part of the cost of the 
asset to a separate account, calling it goodwill, and then 
proceeding to eliminate this figure either by direct appro- 
priations of profit or more simply by transfer to revenue or 
capital reserves. 

It may be argued, and often is, that to saddle any business 
with goodwill acquired, and to force the business to write 
that goodwill off against profits, is to give those businesses 
that have built up their own goodwill an unfair advantage. 
They will show no goodwill in their accounts. Their 
capital employed will therefore be artificially low, and as 
no write-off is necessary, their profits may be too high. 

There are three points worth making here. Firstly, 
goodwill is not necessarily written off and therefore profits 
may not be affected; secondly, the apparent inequity 
cannot justify the first company showing assets acquired 
at less than what it knows to be their true value; thirdly, 
the situation provides further evidence, if any more is 
needed, in favour of a serious re-examination of the 
historical cost system with particular reference to compiling 
a balance sheet. 

Before leaving the matter of goodwill, it might be relevant 
to forestall a possible objection to the argument advanced 
above. It will be said that the nebulous quality of goodwill 
makes it expedient that it should be written off as soon as 
possible; for example, the super-value of a property could 
be destroyed ‘very quickly by local redevelopment or 
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population movement. To argue this is quite ridiculous. 
The value of plant in many factories may depend entirely 
on a patent right, or even on know-how. The appearance 
of a new product or sudden changes in technology could 
make the know-how or the patent suddenly obsolete, and 


the value of the plant may then disappear overnight. This ` 


in itself is no argument for writing off the value of the 
know-how before the possible obsolescence. 


Intangible assets 


Goodwill is in fact only one of many intangibles. Another 
important category comes under the general heading of 
research and development expenditure. Expenditure 
incurred on the development of new projects should be 
written off over the period that will benefit. Conversely, 
in order that the profits for those periods should be true 
and fair, the revenue should be charged with costs incurred 
in earning the revenue. The only justification for writing 
off this expenditure when it occurs could be if the amounts 
were infrequent and negligible. 

It is suspected, however, that attitudes to R and D 
expenditure are often similar to those adopted towards 
goodwill, i.e., the faster it can be eliminated, the better 
for everybody, and that it may safely be written off 
by appropriation or direct transfer rather than by a 
charge. 

Àn interesting example of the treatment of development 
expenditure is afforded by the accounts of the Thomson 
Organisation for the years 1967 and 1968. In 1967 and 
1968 respectively, amounts of £892,500 and £992,800 
after tax, being expenditure on the development of The 
Times newspaper, were written off against a capital 
reserve that arose on the acquisition of that newspaper. Net 
group profits after tax for these two years were respectively 
£342 million and 43:68 million. This expenditure was 
intended to increase the popularity and circulation of the 
newspaper, and seems in fact to have done so. It is there- 
fore a proper charge against the profits of the years that 
benefit. It is difficult to see how the present accounting 
treatment can be justified. 

Certain other companies couple development costs with 
reorganization costs. These include Butlins, 1968, £70,000 
(£2 million)! which includes the expenses of rebutting a 
take-over bid, and BICC, 1968, £460,000 (£11°3 million).1 
An interesting aspect of BICC’s accounts is that, if the 
sum mentioned had been shown above the line, the profit 
before and after tax for 1968 would have been below that 
for 1967. This point may be relevant in discussing the 
proper treatment of reorganization expenditure and also 
exceptional items generally. ° 

For the present, it is suggested that reorganization 
expenses, and also what can be referred to as rationalization 
expenses, should be treated similarly to development costs, 
for one must presume that the reorganization or rationaliza- 
tion has as its object the increase of future profits or the 
reduction of future losses. The British Printing Corpora- 
tion in 1968 wrote off to general reserve rationalization 
expenses of £149,000 after tax. This was not perhaps a 
large sum considering after-tax profits were {2-2 million. 
GEC-English Electric on the other hand have written off 
to revenue reserve in their group accounts to March 1969 
a rationalization provision of {15 million after tax. This is 
in addition to £5 million provided in the previous vear and 


! Figures in brackets refer to net profits after tax. 
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should be compared with the after-tax profit for 1969 of 
£211 million. 

Finally, the accounts of Cunard Steamship Co Ltd for 
1968 show that commissioning costs for the QE2 (£778,000) 
and development expenses of other projects (£203,000) 
have been written off against retained profits, as also have 
reorganization expenses of £437,000, giving a total of 
£1,418,000. This should be compared with a profit after 
tax of £2,147,000. What is more, in the previous year 
reorganization. expenses written off against reserves were 
£1,750,000, a considerable figure when in that year the 
company showed a loss after taxation of £3,087,000. 

Before leaving this rather vexed topic of what is or what 
is not capital expenditure, and how this should be written 
off, it might be reasonable to pose just one question. Is it, 
in all truth and fairness, reasonable to swell future earnings 
by writing off in advance part of the cost of earning them 
against profits for earlier years? 


Tangible assets 


So far we have discussed the treatment of intangibles. 
There remains the problem of the proper treatment of 
substantial falls in the value of tangible fixed assets and the 
writing down of those assets accordingly. This is in a sense 
a special case of categories 3 and 6. It has already been 
distinguished from 3 and is distinguished from 6 in so far 
as in that setcion we shall be dealing with the accounting ` 
treatment of profits and losses on disposals and. also 
incidentally with surpluses arising on revaluation. 

It is customary to write off fixed assets over their useful 
life so far as this can be estimated with any degree of 
certainty. There comes a time, however, when the value 
of an asset may be seriously depleted over a very short 
period either by obsolescence that could not have been, 
or was not anticipated, or by the advent of circumstances 
that have arisen from mismanagement or that are quite 
beyond the control of the company. 

. It has been suggested earlier that if these losses are to 
be debited directly to reserves, there is a danger that the 
company's earnings record will be quite misleading as a 
guide to performance or progress Where a company 
benefits in the form of high profits from an outstandingly 
lucrative investment, there is no suggestion that profits 
should be hived off as exceptional and not included in 
earnings but shown quietly as an addition to reserves. It 
therefore seems unreasonable that if a company makes an 
unwise investment, it should dispose of this and, as it were, 
capitalize future losses and debit them to reserve 
account. 

This is nothing to do with profits and losses on disposal 
of surplus assets or of assets that have served their purpose. 
It is a matter of cutting one's losses on unprofitable projects. 
The question is, how should these be dealt with in the 
accounts? 

When an asset 1s written down or off the reason may be 
(a) there has been serious short depreciation in previous 
years; (b) the value of the asset has fallen suddenly and it is 
desirable to write it down or dispose of it; (c) an investment 
in a subsidiary has proved a loser. In this instance it may 
be decided that the best policy is to sell out quickly and 
minimize possible losses. 

With regard to (a) it is always difficult to prove that the 
loss in value is due to short depreciation, for this argument 
only really applies when the depreciation policy was in- 
compatible with the facts at the time. It cannot be used ` 
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when the inadequacy of depreciation is contingent upon 
future events, for the loss then must be allocated to the 
periods when those events took place. If (a) genuinely 
applies, there may be a case for the allocating of the loss to 
retained profits provided figures are supplied showing the 
revised profits for the previous years in question. This 
problem has already partly been dealt with and will be 
discussed again later. 

The alternative, and perhaps in view of arguments 
advanced previously, preferable treatment, would be to 
debit the full reduction in value to the profit and loss 
account for the current year and then to provide two sets of 
profit figures over the relevant period, one showing the 
results stated and the other the revised results. 


Change in basis of depreciation 


Problems arise when companies revise their depreciation 
methods. It is never clear whether the revision is an 
admission of over- or under-depreciation in previous years, 
or is due to a change in the method of depreciation to bring 
various subsidiaries into line with group policy. In this 
Jatter instance there 1s possibly no suggestion of previous 
error, though if the revision involves the writing up or 
down of retained profits, 1t 1s difficult not to see an implied 
admission that in the opinion of the directors, those profits 


. were not true and fair. 


` Rolls-Royce in 1968 changed its method of depreciation 
‘in order to bring all divisions to the same basis’. This 
involved a reduction of £2,467,674. GKN changed its 
depreciation rates in 1968. This involved a reduction of 
£6,282,000. True, both these adjustments involve increases 
to retained profits and therefore are not directly relevant 
to this present section, but the principle is the same. Profits 
for previous years were apparently not adjusted. 

The case of Vantona Ltd (1969) is more relevant, as in 
this instance the depreciation was increased. The exact 
wording is “depreciation adjustment in respect of previous 
year £7,600’. It is not clear whether the comparative figures 
for the previous year were adjusted either in the accounts 
or in the eight-year summary. At the same time, an amount 
of {17,650 was set aside for deferred taxation relating to 
previous years. No comparative figure for this item was 
shown in the accounts. It is reasonable therefore to suppose 
that the profits after tax were not adjusted for either figure. 
The two figures together equal £25,250. This might be 
considered material in so far as in the preceding two years 
the increase in profits after tax has been in the region of 
£40,000 each year. 

The situation with reference to depreciation, adjust- 
ments thereto, and changes in bases, is considerably com- 
plicated by reason that: 


(i) there 1s no general agreement as to what a fair 
depreciation rate may be and that different rates may 
be charged for the same item by different firms in 
one industry where circumstances do not appear to 


differ; 


(ii) the difference, particularly in early years, enum 
depreciation, on a straight-line basis, and deprecia- 
tion on a diminishing balance basis, is considerable, 
yet both methods are acceptable. (Arguments that 
these two methods result in the long term in equal 
charges may be true in some instances so far as the 
operating account is concerned, but are nonsense 
when applied to the balance sheet, for the former 
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method must inevitably result in a substantially 
lower figure for capital employed); 


(ii) there are often differences in the methods applied 
both within a company and more particularly within 
a group. In this event all sorts of things may be done 
in the name of consistency; 


(iv) there are considerable d:fferences between depreci- 
ation in the accounts and that allowed for taxation 
purposes. Not all companies make compensating 
adjustments to annual profits by transfers to or 
from a tax equalization reserve. 


Capital losses 


We come now to (b) — this is concerned with the writing 
down of assets where the value of these assets has fallen 
suddenly, due to circumstances that may or may not be 
within the control of the company. These decreases in 
value are often referred to as capital losses. This phrase 
should be used with caution fo- in one sense any expense 
is a loss of capital. The losses in question should be 
divided into two categories, one where the asset was lost 
in circumstances quite outside the normal sphere of trading, 
e.g., acts of war or natural calamities, and the other when 
the loss arose while the asset was being used for trading 
purpose and was consequent upon a trading reverse, e.g., 
plant becomes suddenly obsolete on the appearance of a 
new alternative product, or upon the disappearance of a 
market resulting from the action of a competitor. 

Only the first of these two categories should strictly be 
called a capital loss. The second is a trading expense that 
cannot be avoided and is taken at a date earlier than had 
already been anticipated. It was always intended that the 
fixed asset should be written off against the profit it helped 
in earning. Sudden obsolescence indicates that there will 
be no profit to absorb the balance of the cost. It is therefore 
thought necessary to write the cost off immediately. This 
loss, being unusual, and not being directly related to the 
profits of the year, is often treated as a loss of capital. | 


Two points may usefully be made: 


(i) The correct treatment may be to re-allocate the cost 
of the asset over the previous profit periods (but see 
discussion of short depreciation above). This would 
involve showing revised profit figures for a number 
of previous years. Whether or not the loss should 
be shown in the accounts for the year when the 
asset was written off, or wkether it could be deducted 
from retained profits, has already been discussed 
and will be referred fo again later. 


(ii) When profits continue to flow from an investment 
after the initial cost has been fully recovered there- 
from, these super-profits are not normally con- 
sidered of a capital nature. It migbt therefore be 
argued that where the profits dry up before all 
expenses are recovered, che residual loss on the 
project should be tréated as a revenue loss to be 
recovered (a) from future earnings from other 
projects, or (5) from the profits of the current year, 
with a separate note showing revised profit figures 
for the relevant years. It is doubtful whether there is 
any justification except in extreme circumstances, 
for treating the loss as a capital loss, i.e., as a loss of 
capital. 


(To be continued.) 
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Professional Indemnity Insurance 


TE first question which an accountant is likely to 
ask when confronted by the high premiums now 
- demanded by insurers for professional indemnity 
insurance is what he will get for the money. 

- He obtains a policy which protects him in respect of 
claims made against him for his professional negligence 
cr negligence.on the part of his employees in the con- 
duct of the professional business. There are, of course, 
a number of ways in which this cover can be arranged, 
and the accountant or his broker should be careful to 
ensure that the cover selected is that which i is the most 
suitable and beneficial. 

The policy may cover: 

(a) claims made during the currency of the policy 
regardless of when the actual negligent act, 
error, or omission giving rise to it took place; 

(b) claims made during the currency of the policy 
due to negligent acts, errors, or omissions com- 
mitted during a specified period before inception 
of the policy (for example, three years) and 
during the currency of the policy; 

(c) claams made during the currency of the policy 
for negligence committed during the currency 
of the policy only; 

(d) as (a), (b) or:(c) above, plus an extension to cover 
claims occurring for a limited period after the 
policy has lapsed (e.g , six montbs). 


The cover afforded by method (a) offers the widest 
protection and it is prudent to have the cover arranged 
on this basis 1f possible. 


Retrospective cover 


À. typical i insuring clause of the policy would read as 
follows: 


“The company agrees, subject to the terms and con- 
ditions of the policy contained herein, to indemnify the 
insured against any claim for damages for breach of pro- 
fessional duty which may be made against him during 
the period of insurance due to any negligent act, error 


or omission whenever or wherever the same was or was 


alleged to have been committed by the insured or their 
predecessors in business or any employee of the insured 
or their predecessors in business in the conduct of the 
business.’ 


The policy is a straightforward policy against negli- 
gence claims. It offers wide protection since, provided 
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the claim is made against the insured during the 
currency of the policy, it does not matter when the 
particular act of negligence giving rise to that claim 
took place. Provided the policy is kept in force, the 
insured is protected. This aspect of the cover is known 
by insurers as retrospective or retroactive cover and it is 
important to check that cover 1s arranged on this basis. 

In addition to paying for any claim, the policy also 
provides for the payment of legal expenses and costs 
incurred with the consent of the insurers in defending 
any claim. This is a very valuable protection, since the 
legal costs and expenses incurred in dealing with these 
claims may be considerable. 


Negligence or dishonesty ? 


The policy is a negligence policy. This means that 
any claim against the accountant must be one framed 
in negligence, and negligence alone. It 1s not generally 
appreciated that if the claim is one based in whole or 
in part on dishonesty, the policy does not apply. 
Special cover (to be discussed in a later article) has 
to be arranged to provide for this situation. 

In West Wake Price & Co v. Ching! ([1956] 3 All 
ER 821), the plaintiffs, a firm of accountants, were 
insured by the defendant underwriter 'against loss for 
any claim or claims which may be made against them 

. in respect of any act of neglect, default, or error on 
the part of the insured . . . or their partners or their 
servants’. The underwriters under their ‘QC’ clause 
further agreed to pay any such claim or claims which 
might arise without requiring the insured to dispute 
such a claim. | 

The plaintiffs acted.as accountants to H Ltd and 
in the course of their duties they received and paid out 
money on behalf of H Ltd. At the end of 1952 it 
appeared that B, a clerk of the plaintiffs, had received 
from H Ltd some thousands of pounds which could 


‘not be accounted for. H Ltd brought an action against 
‘the ‘plaintiffs, relying on the irregularities of B and 


alleging that the plaintiffs were negligent in failing to 
keep proper books and to supervise the activities of B. 
'The statement of claim disclosed a claim in respect of 
one loss but three causes of action were alleged, namely 
(1) damages for negligence or breach of duty as account- 
ants, (2) money had and received, and (3) moneys 
converted by the plaintiffs to their own use. 

'The Court held that on a true construction of the 


1 The Accountant, February 18th, 1956. 
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policy the word ‘claim’ was limited to an unmixed 
claim, viz. a claim only in respect of any 'act of neglect, 
default, or error', which was a description that did not 
include a claim based on dishonesty or a claim for 
money had and received where the claim arose out of 
dishonest acts. Since the claim in the present case 
was not such an unmixed claim, the undérwriters were 
not liable under the policy. 


The OC clause 


Any accountant who has the misfortune to be faced 
with a negligence claim is usually reluctant to fight it in 
Court. Win or lose, the adverse publicity will do him 
little good. ‘There is, therefore, a natural reluctance on 
his part to let a case come to Court and the desire 
mainly is for an out-of-Court settlement. On the other 
hand, it must be appreciated that the policies issued 
by insurers are legal liability policies, not moral 
liability policies, and if the insurers feel that the 
insured has some perfectly good defence to the claim 
they are quite entitled to take it. There is thus, on 
occasions, a conflict of interest between insured and 
insurer as to how the claim should be settled or 
negotiated. 

The insurers’ answer to this problem is something 
which is unique to professional negligence policies, 
namely the ‘QC’ (Queen's Counsel) clause. This 
usually provides that : “The insured shall not be required 
to contest any legal proceedings unless a Queen's 
Counsel (to be mutually agreed upon by the insured 
and the company) shall advise that such proceedings 
should be contested'. 

Thus, the question of whether or not the claim should 
be contested is left to the independent advice of Queen's 
Counsel. It is perhaps fair comment on the way these 
claims are dealt with that very seldom do insurers 
invoke the QC clause. | 

Another important aspect of the cover is that the 
insured is entitled to indemnity under the policy 
whether the claim against him is genuine or not. 
Accountants will be familiar with the bogus claim or 
the claim which is a complete try-on, or will have come 
across the client who refuses to pay his fees and, when 
the accountant is driven to the step of having to sue, 
enters a counter-claim for professional negligence. 
Whether there is merit in the counter-claim or not, 
insurers will take it over from the accountant and 
negotiate on his behalf. 

The desirability of having the claim negotiated by 
an independent third party cannot be overstressed 
since the policy-holder himself is not always the best 
judge of his own case. 


Policy conditions 


Like all policies of insurance, there are certain con- 
ditions which have to be complied with. These are not 
onerous and usually provide that the insured shall not, 
without the written consent of the insurer, repüdiate 
liability or negotiate or make àny admission with regard 
to any claim or potential claim. It is a condition which 


ACCOUNTANT 


f 


has to have a liberal interpretation and most insurers 
are prepared to give it such an interpretation, recogniz- 
ing that many firms will in the early stages make some 
comment upon a claim made against them by their 
client until it reaches more serious proportions. 
Nevertheless it is wise for any policy-holder immediately 
there is any suggestion of a professional negligence 
claim to tell his insurers, since with their expertise 
they are often able to help a policy-holder in the early 
stages. The insured who does his best to keep it from 
his insurers ultimately lives to regret it, since experi- 
ence has shown that in many of these cases the policy- 
holder has prejudiced his position and that of insurers, 
giving them the right to repudiate the claim because 
of the breach of a policy condition. 

It is not unusual these days to find policies issued 
to accountants requiring them to pay the first £x of 
each and every claim or in some cases making them 
part insurers of the risk by bearing the first 10 per cent 
of each and every claim. i 

Alternatively, it is possible to reduce the cost of 
this insurance by volunteering to agree to pay the 
first £x of each and every claim. If the insured is 
prepared to bear the first, say, £250 or more of every 
claim, underwriters are quite prepared to offer reason- 
able reductions in premium, possibly amounting to 
IO per cent, 20 per cent, or even more, depending 
upon the amount to be borne by the firm. 


Double limit 


The policies offered by some professional indemnity 
insurers incorporate a double limit, not only for the 
total indemnity during the policy term, but also a 
lower figure in respect of any one occurrence. It is 
debatable whether such a policy, which offers better 
protection against a series of minor claims than against 
a single potentially disastrous one, is the most ap- 
propriate form of cover for a professional man, and 
in any event the adequacy of both the total and the 
individual limits should be carefully considered. 

The case of Forney v. Dominion Insurance Co Ltd 
(The Accountant, August 30th, 1969) arose out of such 
a policy held by a solicitor, against whom an injured 
client had claimed a total of approximately £8,800 
including costs. The policy incorporated a rather low 
‘one occurrence’ limit .of £3,000, but the Court 
construed the word ‘occurrence’ as indicating each 
individual act of culpable negligence: in Forney’s 
case there were two such acts, one in failing to per- 
ceive a conflict of interest and the other in overrunning 
a time limit, and judgment was given against the 
insurers for £6,000. Without the individual limit, and 
assuming the total indemnity to have been adequate, 
the client's claim would have been met in full. 

So far we have considered what the insured gets 
under his policy. It must be appreciated that before 
any insurer gives a policy, he requires certain informa- 
tion from the proposer and this information is invari- 
ably obtained by means of a proposal form. The 
proposal form will call for certain information which 
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is relevant to the underwriting of the risk. ‘The names, 
ages, and professional qualifications of the partners, 
together with the number of offices from which the 
practice is conducted are clearly essential, as also is 
the previous claims history of the proposer. It is not 
intended to go into the proposal form information in 
any great detail but it is necessary to comment upon 
one particular aspect which in practice often gives rise 
to difficulties. 


Previous history 


It will be remembered that most policies are issued 
on the basis of indemnifying the insured in respect of 
claims made against the insured during the currency 
of the policy regardless of when the particular negligent 
act, error, or omission giving rise to that claim took 
place. Before issuing such a policy, the underwriter 
not unreasonably wishes to satisfy himself that there 1s 
nothing in the past history of the firm that is likely to 
produce a claim during its currency. The proposal 
form, therefore, usually has a specific question requir- 
ing the proposer to state whether there are any circum- 
stances likely to give rise to a claim in the future. 
Unfortunately, experience shows that this particular 
question often receives an inaccurate or careless answer 
as the partner filling in the proposal form may do so 
without reference to his co-partners or senior employees 
who at the very time of filling in the form may be 
aware of circumstances which are likely to produce a 
claim. This is disastrous from the policy-holder’s 
point of view since as soon as the claim comes along 
and insurers investigate it, this non-disclosure of 
material fact will come to light, giving insurers an 
opportunity of repudiating the claim under the policy. 
For those partners who fill in proposal forms, one 
cannot over-emphasize the importance of checking 
on the accuracy of the answers before submitting the 
form to their insurers. 

When the policy falls due for renewal, it is the in- 
variable practice of insurers to call for a renewal 
declaration, in which the insured again has to dis- 
close certain information of a material character. Again, 
the importance of giving accurate and up-to-date 
information cannot be over-emphasized. 


Importance of review 


Once the details of the policy are hammered out 
between the accountant and his broker, and the policy 
is in force, perhaps the time has come to sit back and 
heave a sigh of relief. But this relief, together with cover 
against any future claim, is not necessarily all that the 
accountant gets for his money. Any time during the 
policy year, the broker (assuming he is familiar with 
professional indemnity insurance) is available for 
advice on any special points that crop up. Am I 
covered for this kind of activity? Is it sufficiently un- 
usual that I should advise my insurers? Would I be 
covered at present in the event of such-and-such a 
claim? Have the facts as revealed in my proposal form 
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suddenly altered? Is my limit of indemnity still ade- 
quate? And perhaps, on this point, one final word of 
warning. If a policy is in force for an aggregate 
indemnity of £25,000, and a claim is made for £22,000, 
then it must never be overlooked that the unfortunate 
firm of accountants involved is now only protected 
for the residue of the policy term in the amount of 
43,000 which is, of course, drastically inadequate for a 
practising firm. (To be concluded.) 


Taxation 


| Cases 


Full reports of the cases summarized in these columns 
will be published, with Notes on the Judgments, in 
the "Annotated Tax Cases' 





Roberts v. Granada TV Rental Ltd 


. S and U Stores Ltd v. Gordon 


In the High Court of Justice (Chancery Division) - 
March 11th, 1970 ' 


(Before Mr Justice MxGARRY) 


Income tax — Investment allowance — Road vehicle — Whether 
type not commonly used as private vehicle — Whether un- 
suitable Zo Ae so used ~ Finance Act 1954, section 16 (3) - 
Vehicles (Excise) Act 1962, section 10, Schedule 4, paragraphs 
2 (d), 7 (z) — Schedule V — Finance Act 1965, section 5 (3). 


In the Granada case the company purchased 243 Austin 
or Morris mini-vans and 5; Morris xooo vans during the 
accounting'period ended September 26th, 1964. There was 
no relevant difference between the two makes of mini-vans. 
All the vehicles were painted in a distinctive colouring and 
lettering using the word ‘Granada’, and 22 had signs on the 
roof, 10 of the signs being illuminated. The Morris xooo 
was larger than the mini-van, but each was a familiar type 
of trade van. 

The disadvantage of using the mini-van for private 
purposes, compared with the corresponding mini-saloon 
were (a) restricted visibility, (6) heating, de-misting, 
insulation and ventilation absent or less effective, (c) 
driving seat not so adjustable nor well sprung, and un- 
comfortable over anything but a short distance, (d) speed 
restricted to 40 miles per hour (except on motorways), (e) 
power curve, gear ratios, suspension and brakes designed 
for carriage of goods, not passengers, and turning circle 
greater, (f) lack of sound-deadening material produced con- 
stant drumming noise, (g) front passenger seats optional; 
no rear seats, (#) no safety belts for rear passengers. Gener- 
ally, mini-vans were noisier, less comfortable and more 
tiring to drive than their saloon counterparts. Putting a 
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mini-van to private use was a makeshift, when nothing 
better could be afforded. There was no market for second- 
hand vans painted with advertising material, and removal 
was expensive. Four witnesses for.the Revenue gave 
evidence of the purchase of mini-vans for private use. 

The evidence for thé Revenue for the mini-vans con- 
sisted mainly of statistical tables compiled by reference to 
schedules to the Vehicles (Excise) Act 1962. Schedule 4 
contains the rate of duty on ‘a goods vehicle’ with Table A 
providing for various classes of goods vehicle, some of 


which include vans not exceeding 13 cwt. Mini-vans do. 


not exceed 12 cwt. By paragraph 7 (1) of the Schedule 
‘goods vehicle’ means a mechanically propelled vehicle 
constructed or adapted for use, and used, for the conveyance 
of goods in the course of trade or otherwise. Schedule 5 
applies to vehicles not specified, and includes the ordinary 
private motor-car. 

Eleven thousand and seventeen vehicles were registered 
under Schedule 4, i.e.; as goods vehicles, in the calendar 
year 1964, and 19,662 under Schedule 5, which includes 
mini-vans. As the total is 30,679, Schedule 4 had 36 per 
cent of registrations and Schedule s had 64 per cent. The 
Revenue contended that it was reasonable to draw from the 
statistics that mini-vans were commonly used as private 
vehicles, but the Special Commissioners declined to do so, 
as registrations under Schedule 5 would embrace a variety 
of user including user for business purposes other than the 
carriage of goods. They decided that the mini-vans were 
not of a type commonly used as private vehicles; and that 
those vans and the Morris 1000 vans were of a type un- 
suitable to be used as private vehicles. 

In the S and U case the company was a retail credit 
trader and general warehouse keeper, selling furniture, 
clothes, toys, and other articles. 'l'he trade was carried 
on by personal calls at private residences. About 9oo em- 
ployees are thus engaged, and they carry samples in their 
vans, which are Austin 35 vans and Bedford 6 cwt vans, 
and are plain vans. Fifth Schedule registrations for the 
. Austins of 1000 to 1200 c.c. were 4,241 for 1964 and 2,181 
for 1965. Compared with Schedule 4 registrations of Austins 
of 13 to 16 cwt the Schedule 5 figures have 32:3 per cent 
and 28 per cent respectively. For the Bedfords the per- 
centage for 1965, for which the only figures were given, was 
25:4 per cent. The Special Commissioners decided that the 
vehicles in this case could not be said to be ‘not often met 
with in use as private vehicles’; and were ‘not positively 
unsuitable' for use as such. 

Held: 1n the Granada case the Special Commissioners’ 
decision was correct; in the S and U case their decision 
was not correct, as they had misinterpreted the statutory 
wording. 


Halstead v. Condon 


In the High Court of Justice (Chancery bru) - 
March 23rd, 1970 . 


(Before Mr Justice MEGARRY) 


Income tax — Employment — Expenses — Widower — Payments 
made for children to be looked after — Whether deductible — 
Income Tax Act 1653, section 51 — Income Tax Act 1952, 
section 51 — Income Tax Act 1952, Schedule 9, paragraph 7. 


The taxpayer, a widower, was left with two small 
children. He was employed as a clerk, and had to arrange 
for the children to be cared for. He had been allowed the 
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housekeeper allowance, but he claimed that sums he had 


paid for having the children looked after were deductible 


in computing his emoluments under Schedule E. 
Held: the deduction of these sums was barred by para- 


graph 7 of Schedule 9 to the Income Tax Act 1952. | 


Sheli Petroleum Company Limited v. Carr 


In the High Court of Justice (Chancery Division) — 
March 25th, 1970 


(Before Mr Justice BUCKLEY) 


Corporation tax — Transitional relief — Company with 


overseas trading income — Overseas trade corporation for six 
months to April 5th, 1966 — Whether to be treated as resident 
as from earlier date — Whether resident 1n any possible base 


year 1964-65 — Excess credit for foreign tax — Whether 


company to be treated as having had credit for foreign tax — 
Whether overspill in base year — Related period — Accounting 


period — Whether capable of extension — Income Tax Act 


1952, sections 129 (2), 347, 348 — Finance Act 1957, section 
23 — Finance Act 1965, sections 49, 57, 64, 60, 84, Schedule 
20, paragraphs r, 2. * 

The appellant company had two wholly owned sub- 
sidiaries, SET and Qatar, and with other subsidiaries formed 
a group of companies. It was corimon ground that the 
overseas trading results of SET and Qatar should be taken 
into account under Schedule 20 of the Finance Act 1965 


‘in computing the appellant company’s right to transitional 


relief under section 84 of that Act, subject-to the questions 
which arose in this case. The year of claim was 1966-67. 
SET was incorporated in. Bermuda, and was resident 
ika until October 1st, 1965, when the appellant company 
acquired all its issued capital. It therefore became resident 
in the United Kingdom for tax purposes. It was liable to 
taxation in Irak. From October ist, 1965 to April sth, 


:1966, it qualified as. an overseas trade corporation, and was 


not chargeable with income tax, profits tax or corporation 
tax before April 6th, 1966. 

Qatar was incorporated here, and had always been resi- 
dent here. It was liable to tax in Qatar where it traded, and 
was chargeable to United Kingdom tax for 1963-64 and 
1964-65; but it qualified as an overseas trade corporation 
for the whole of 1965-66, when it was not chargeable to 
United Kingdom tax on its undistributed overseas trading 
income. It elected under section 129 (2) of the Income 
Tax Act 1952, and was assessed to income tax for 1964—65 
on its actual income of that year; and if it had remained 
liable to United Kingdom tax for 1965-66, it would have 
been assessable on its actual income of that year. 

As SET was an overseas trade corporation from October 
1965 to April sth, 1966, it had nevertheless by Schedule 20 
of the 1965 Act to be treated as if it had never been one. 
It was contended for the appellant company (x) that SET 
fell exactly within the two hypotheses in paragraph 2 (1) 
of Schedule 20, namely (a) that it had never been an over- 
seas trade corporation, (b) that it had been charged to 
income tax and profits tax at all relevant times, and had 
been given credit for foreign tax; (2) that SET’s related 
period for the purposes of section 84 (2) was the twelve 
months ended December 31st, 1965; (3) that Qatar’s 
related period was January ist to April sth, 1966, extended 
back to April 6th, 1965. It was contended for the Revenue 
(1) that SET was in fact not resident in the ;United King- 
dom in any of its three possible base years in section 84 
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of the Finance Act 1965; (2) that it was not in fact charge- 
able to income tax or profits tax in any of those years; (3) 
accordingly no credit for foreign tax was in fact allowed 
to SET, nor would any such credit have been allowed, if 
it had never been an overseas trade corporation; (4) 
consequently SET did not satisfy section 84 (1) (b) of the 
1965 Act, even on the hypothesis that it was not an over- 
seas trade corporation; (5) that the related period was the 
period from October rst, 1965, to April sth, 1966, and 
could not be extended; (6) alternatively, if the period could 
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be extended back to January rst, 1965, still no credit for 
foreign tax could accrue until SET became resident in the 
United Kingdom on October rst, 1965; (7) that Qatar 
had no related period in respect of 196 

The General Commissioners decided Ié that SET 
should not be treated as if it had been given credit for 
foreign tax in 1964-65, (2) that SET's related period was 
the six months from October 1st, 1965 to April sth, 
1966; (3) that Qatar had no related period. 

Held: the General Commissioners’ decision was correct. 


Reducing Balance or Straight Line? 


HEN a company brings its accounting methods into 

conformity with the general practice in the industry 
in which it operates, it is a major decision for the company 
but not necessarily an event of vast import for the industry. 
But when the industry is instalment credit and when the 
company is Forward ‘Trust Ltd, which is wholly owned by 
Midland Bank, then the decision needs to be noted. 

Forward Trust’s accounts were recently issued and they 
form this week's reprint. Note 2 to the accounts should 
therefore be read straight away so that the reader can 
appreciate Just what the change means and what it entails. 
In brief, the apportionment of profits on fixed-rate instal- 
ment business has been changed from the 'straight-line' 
method to the ‘reducing-balance’ method which is the basis 
used by the majority of companies in this field. In Forward 
Trust’s terms the change in accounting method meant 
that profit before tax was £1,152,000 more than it would 
have been under the basis previously used and reserves have 
been increased by £2,162,000. 

It will be noted, naturally, that the 1968 accounts for 
comparative purposes have been reconstructed on the new 
basis. The interest in a change of this kind is not so much 
in the mechanics or effect of the change but why the change 
was made. After all, Forward Trust had apparently been 
happy enough on its 'straight-line' basis. 


Shift of emphasis 


Basically the reason for the decision to change is in the 
development of the company itself. There has over a period 
been a substantial shift of empltasis from variable to fixed- 
rate instalment business. In this type of business the rate of 
interest remains constant throughout the contract period 
and the hire-purchase customer repays principal and 
interest together. He pays, say, 36 equal monthly instal- 
ments over a period of three years. i 

When the bulk of the capital debt is still outstanding in 
the early part of the payment contract period, the greater 
part of each instalment consists of interest. Most finance 
Louses take the view that to take credit for the profit on 
fixed-rate instalment business on the ‘reducing-balance’ 
method more accurately reflects the true position. 

Forward Trust has come to this view along with. the 
majority of other instalment credit companies. To take 
credit for profit on the ‘straight-line’ method is considered 


ultra-conservative, particularly when fixed-rate turnover is 
expanding, and there is believed to be only one major hire- 
purchase finance company now using this accounting 
method for fixed rate business. Forward Trust is continuing 
to use 'straight line' for its comparatively small amount of 
variable-rate business. 

Similar treatment 1s applied to the depreciation of assets 
let on lease, which are capitalized and depreciated in the 
hire-purchase company's books. 


Close contact 


Like other leading groups in the industry Forward Trust, 
from being very largely a domestic hire-purchase finance 
company, has developed by design and also through 
pressure of events into an instalment finance and credit 
organization of some complexity. It has also changed in 
character from being an independent company to being 
first a direct subsidiary of Midland Bank and now an 
integral part of the Midland Bank Group in which the 
company's immediate parent is Midland Bank Finance 
Corporation. 

‘As a member of the Midland Bank Group’, Mr Bernard 
Clarke, the chairman, says in his statement with the 
accounts, ^we have considerable resources of financial 
knowledge and expertise which are readily available to 
private individuals as well as to the business community’. 
The advantages to group customers of an integrated 
financial service are becoming increasingly clear 'and the 
fact that facilities of all kinds are available and can be 
tailored to meet individual needs is securing wide 
appreciation’. 

There is close contact with Midland Bank Finance 
Corporation and also with the parent company’s associate, 
Midland Montagu Industrial Finance. In the past year 
Forward 'l'rust's branch coverage was extended with five 
branches opened and others within the increased total of 
81 re-housed ‘in more appropriate accommodation’. 


Developments 


Recent group developments include the formation of a new 


subsidiary called Forward Leasing and this the chairman 
describes as ‘a consequential step following the growth of 
actual business and prospective opportunity which indicate - 
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the desirability of a separate company with its own manage- 
ment to supply a specialized service'. Another new com- 
pany development. is the formation of Forward Trust 
(Northern Ireland) ‘in order to identify operations with the 
local financial community’. 

Forward Trust is itself a holding company, with Forward 
Trust (Finance) as the banking and instalment finance 
subsidiary. In addition to the two further subsidiaries 
already noted, Forward Trust owns 24 per cent of the 
equity ‘A’ share capital of Computer Leasings. 

Forward ‘Trust is also a member of Export Finance 
International (Exfinter) which is a group of finance houses 
in the United Kingdom, Belgium, Germany and -Holland 
specializing in instalment finance, each member being 
allied to a major international bank. Exfinter widens the 
field of normal export credit and finance by arranging 
instalment credit in the country of the importer. 

The final part of Forward Trust’s report is given over to 
a description of recent developments and more particularly 
the developments in leasing; and for the benefit of the new 
generation of readers, whereas a hire-purchase contract 
is a hiring agreement with an option to purchase, leasing 
takes the form of a hiring contract. with no option — either 
expressed or implied.—to purchase. the goods during the 
lease or at its termination. 


Benefits of leasing 


In Forward 'Trust's words: “The duration of a leasing 
contract is related to the expected useful working life of 
the goods. Its full term usually comprises a primary and 
secondary period of which the former is most frequently 
for periods of up to five years. The capital cost of the item 
involved, plus finance charges, is in the main covered by 
the primary period rentals, so that rentals for the secondary 
period, which can be extended to suit the needs of the 
customer, can be on a highly attractive scale,’ 

Under the heading of ‘Benefits of leasing’, Forward 
Trust lists the points that rentals are chargeable to revenue 
and fully allowable for taxation; companies newly formed 
or considerably changed can benefit from leasing whereas 
they may not be able to benefit from fiscal ‘allowances’ 
which turn on profits earned during the year of capital 
investment; tbe cost of financing the asset leased is accu- 
rately known and leasing commitments are not shown in a 
balance sheet as borrowings or liabilities direct or con- 
tingent, and the ability of the lessee to borrow or to obtain 
credit should not be impaired as it might be by large borrow- 
ings for heavy capital investment. 

Leasing facilities are offered by Forward Leasing on all 
types of new industrial plant and machinery, and heavy 
commercial vehicles as well as on computers and aircraft. 

Another aspect of Forward 'Trust being developed is the 
facility offered within the group for the contract hire of 
vehicles. Contract hire is designed for the fleet user and 
"when the total costs of running a company-owned fleet 
are calculated, contract hire can prove fully competitive 
with actual ownership and it may prove to be more con- 
_ venient’. 


Realistic lines 


Over the period covered by the accounts, demand for con- 
ventional instalment credit facilities declined, particularly 
in the motor trade, as the impact of official measures was 
felt after a period ‘during which demand had been fairly 
strong at hardening rates. Trading results in the immediate 
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future are difficult to predict since the reduction of interest 
rates without relaxation of hire-purchase controls is not 
entirely desirable even though it does mean new money 
costing less while. old money still earns previously estab- 
lished high rates. 

The wider margin is needed in the face of a continued 
rise in operating costs, but the immediate outlook in the 
instalment credit industry is not necessarily the point of 
major concern. The pending report of the Crowther 
Committee. on. the whole matter of law and practice 
governing the provision of instalment credit to individuals 
is expected to recommend major changes. 

As Mr Bernard Clarke comments: "Ihe sooner laws 
relating to the industry are' simplified, the sooner will it be 
possible for the business of consumer credit to be con- 
ducted on realistic lines.’ 


Samuel Sherman 


HE shares of Samuel Sherman Ltd, the ddp 

were one of the features of the short new issue ‘boom’ 
of the summer of 1968, but the company is already out of 
the dividend list having paid a total of 6d a share on its 2s 
share for the 1967-68 financial year. For the. year to early 
last October, the. accounts, presented just over half way 
through the current year, show a pre-tax loss of £96,954 
after exceptional stock losses of £205,693. 

These losses are detailed in the notes as oe for 
losses on materials and garments disposed of in the period; 
£14,854 provided for loss realized on materials disposed of 
after October 2nd, 1969; £129,684 provided for anticipated 
loss on disposal of making up of materials in stock at 
October 2nd, 1969, and £18,155 provided for anticipated 
loss in respect of orders of materials for spring and summer 
1970 collections undelivered at October 2nd, 1969, and 
considered to be in excess of group requirements. 

Turnover was only marginally lower at £1,743,000 
against {1,770,000 but growth in product ranges did not 
materialize. The ‘Dollyrocker’ division aimed at the 
younger market suffered from falling sales and margins, 
and in other ‘hard hit’ divisions the Sherman Field coat 
division was closed down. The name ‘Sambo’ is being 
dropped as a brand name ‘as it does not conform with 
today's fashion image’. But. all the same the planned 
expansion of business led to the ordering of fabric which : 
the company was not able to use. The board is satisfied that 
provisions are adequate to cover losses arising from all 
stocks on hand at October 2nd, 1969, and all forward 
purchasing commitments at that date. 

The joint auditors give the accounts a clear certificate 
and the chairman and joint managing director, Mr S. 
Sherman, says that the béard ‘deeply regrets the serious 
misjudgements which led to the results for 1969, and they 
are aware that only remedies resulting in a swift return to 
profitability will be satisfactory to shareholders'. 

Trading difficulties have continued into the current year, 
however, and there will be a small group loss for the first 
six months’ period. But the board is confident that the 
action taken has put the company into a better position to 
make a recovery. 

‘The chairman's wife has made an unsecured and interest- 
free loan of {100,000 to the company. Of this amount, 
£80,000 will.be repayable ‘on receipt by the company of an 
auditors’ certificate that there is sufficient working capital 
to enable such payment to be made in part or in whole, or 
by September 3oth, 1975, at the latest’. 
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CITY NOTES 


ME made towards a solution of IOS's problems 
did not exactly set the stock-markets alight when the 
current three-week stock-market account opened. The 
distress caused by the IOS situation ran too deep for 
merely an indication of moves towards a solution to restore 
confidence quickly. 

There 1s no doubt that confidence in IOS has been hit 
and hit hard. It seems probable that confidence in unit- 
linked funds as a life assurance vehicle has also suffered to 
some degree. | 

It is, however, going much too far to suggest that 
` confidence has been irretrievably lost. Possibly for a while 
a greater number of people will be wary of buying unit- 
linked assurance from door-to-door salesmen without 
first taking professional advice. 

In a broader context there may currently be some doubt 
as to whether the equity base is best for protection of 
capital and income against the ravages of inflation. The 
answer to that doubt is that no one would have raised the 
doubt at all in the autumn of 1969 or in the first month of 
1970 when the FT Index was 520 or so. 

There will be no doubts when the index passes that way 
again. 

NE of the basic faults of those who put their faith in 

equities and equity links is to believe that although 
equity values rise and fall, they do so in a comparatively 
shallow manner and the net result is a gentle upward curve. 
That is not so. Experience shows that once, or at best 
twice, in a decade there are a couple of years when it is 
practically impossible not to make money in equities. In 
the 1960s the boom was from 280 to 520 in under two years 
in terms of the FT Index. For the best part of the rest of 
the decade it was just as easy to be wrong as it was right. 
At this particular moment there are still plenty of fore- 
casters, commentators and chartists prepared to forecast 
lower equity prices over the next one or two years. 'The 
two boom years of the 1970s will come in due time but not 
quickly according to present prognostications. 


F the equity flops of the past year and more, the 

parlous performance of some of the famed offshore 
funds has been particularly noticeable. In this poor per- 
formance there is the classic example of the investment cart 
being put before the horse. In this case the cart included 
the tax angle, the dollar premium angle and the legal 
angle, forming a triangle within which the sponsors of 
and investors in the funds considered themselves inviolate. 
If all these angles were looked after, and looked after with 
extreme ingenuity and cleverness, then all must obviously 
be well. 

Only one point was overlooked. And that was whether 1t 
was a particularly good time to invest in international 
stocks. Offshore funds were given the aura of ‘performance’. 
Their sponsors, enthralled at the ingenuity behind the 
establishment and operation of the funds, gave the im- 
pression that simply because of this ingenuity the funds 
must surely prosper. 

But no offshore fund will prosper unless the stock- 
markets of the world prosper. And it must generally be 
admitted, surely, that the sponsors of the legion of offshore 
funds last year allowed their ingenuity to blind them to the 
first essential need of good investment — timing. 


"| HE first British company to decimalize its share capital 

is the Ofrex Group, which proposed a capitalization 
issue to shareholders at an extraordinary general meeting 
following the AGM on April 3cth. 

For every 5s ordinary share, the allotment of one new 3s 
share is proposed. The resultant 5s and 3s shares will be 
combined and then split into two 4s shares to be known as 
20p shares as from D-day 1971. The 4s (20p) share was 
selected as being the easiest sum to handle on the stock- 
market when decimal currency comes into- operation. 

The Ofrex Group, which comprises 19 companies, 
manufactures and markets business machines, office 
supplies, and stapling machines among other products. 


RATES AND PRICES 


Closing prices, Tuesday, May 12th, 1970 


Tax Reserve Certificates: (25.2.70) Companies 5395; 
3% surrendered for cash; Personal 4% 


Foreign Exchanges 


Bank Rate 
Oct. 19, 1967 .. DE Sept. 19, 1968 Qu. “S 
Nov. 9, 1967 .. 63% Feb. 27, 1969 eS 8% 
Nov. 18, 1967.. , 8% March 5, 1970 7196 
March 21, 1968 .. 7%% Apr. 15, 1970 .. ex. JH 
Treasury Bills 
Mar. 6 £7 6s 699d% Apr. 10 Á7 1810'°93d% 
Mar. 13 £7 6s 1°56d% Apr. 17 £6 LA 6*14d% 
Mar, 20 £? ss 2:22d% Apr. 24 £6 rss 5:47d94 
Mar. 26 £7 35 6:62d% May 1 £6 15s 10'47d% 
Apr. 3 £7 38 5°22d% May 8 £6 rss 6:26d% 
Money Rates | 
Day to day 584—637% Bank Bills 
a days s 5i-6i9?6 2 months 8-819 
Fine Trade Bills 3 months .. 8-845 
3 months 81-995 4months. .. 8-819, 
4 months 81-994 6 months 84-84% 
6 months 82-03% 


New York .. 2°4054 Frankfurt 87345 
Montreal 275807 Milan ? 1512:8g 
Amsterdam 8-7205 Oslo - 17'1950 
Brussels I19'42 Paris 13:2765 
Copenhagen 18-0620 Zürich 10'3410 
Gilt-edged 
Consols 4% $e. Ua dd Funding 6% 1993 . 70$ 
Consols 24% 271 Savings 3% 6o—7o . 084 
Conversion 34% 2 38b Savings 3% 65-75 . ri 
Conversion 5% 1971  .. 97% “Treasury 64% 1976 .. 95& 
Conversion 54% 1974 .. 91% Treasury 34% 77-80 .. 65% 
Conversion 695 1972 .. 964 ‘Treasury 34% 79-81 .. 64% 
44% Treasury 5% 86-89 623 


.. 97$ Treasury 5394 o8-12 » 
. 744¢xd Treasury 22% — .. 


Funding 5195 78-80 . 27 È 
Funding 54% 82-84 .. 73% Victory 4% .. . 964 
Funding 53% 87-91 .. 682 War Loan 32% . 378 
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The Institute of Chartered Accountants in Ireland 


President's Address 


at the Eighty-second Annual General Meeting 


HE eighty-second annual meeting of The Institute of 
Chartered Accountants in Ireland was held in the 
. Institute Library, 7 Fitzwilliam Place, Dublin, on Saturday, 
May 2nd. Mr Alan W. Warnock, F.c.a., President of the 
Institute, was in the chair and there were 107 members 
present. 

In the course of his address, the President said: 

The past year has been an exceptionally busy one with 
many developments both on the national and the inter- 
national fronts. The number 
of meetings held in 1969 — 
seven of the Council, 54 of 
committees of the Irish 
Institute and 4o of joint 
committees with the other 
Institutes — gives some in- 
dication of the volume of the 
year's activity. 

The report of the Council 
Is giving more detail each 
year, but I would now like 
to supplement the inform- 
ation given in the report about 
some of the more important 
matters which have been 
_engaging the attention of the 
Council during the past year. 





Mr Alan W. Warnock.. 


Scheme for the development of the 
accountancy profession 


'Fhe scheme and its effect on the profession in this country 
and elsewhere have dominated the accountancy scene 
for more than four years. A great deal has already been 
written and spoken about the scheme. I do not propose to 
say very much more about it but I would like to correct 
one misconception which I have met frequently on my 
. travels and which seems to be fairly widely held. This is 
that if the Irish Institute does not participate in integration 
its effects will not reach us in this country. This is, of course, 
not correct, if the other participating bodies go ahead with 
the scheme without us. If this happened it would mean 
that every member of the other five bodies working in 
Ireland would be members of either the English or the 
Scottish Institutes generating in Ireland through articles 
further members of the other two Institutes. I think that 
there is little doubt that the equivalent factor in Scotland 
was one of the main reasons why the members of the 
Scottish Institute have changed their minds about not 
participating in the scheme. ! 
Definitive proposals about participation will be put to 
members at a special meeting which will be held on June 


24th, 1970, on which day the other Chartered Institutes will 
also vote. The proposals will, of course, be voted upon in 
such a way that the Irish Institute will not be committed 
until we know the outcome of the voting of the other main 
bodies. 

I think it is important to remember that even if inte- 
gration does not come about all the effort and finance put 
into it over the years will not be entirely wasted. There is 
now more co-operation between the Institutes than ever 
before and the right foundation has been laid for further co- 
operation in the future which must be of benefit to our 
Institute. I have been impressed during my year of office 
at the amount of goodwill shown towards the Irish Institute. 

I feel we must look at integration in the light of whether 
or not we wish to be part of the international accountancy 
scene giving our members an equal standing with the 
members of the other Institutes. Developments in the 
international field, both in practice and industry, have not 
left this country untouched and there is every indication 
that the impact will increase rather than diminish. I am 
convinced that if the other Institutes go ahead we must do 
likewise. The alternative would be a small inward-looking 
Institute which would not participate directly in major 
developments and which would be of very little influence 
even in Ireland. 


Objectives and organization of the Institute 


As you know, the proposals in the Whelan Report on the 
objectives and organization of the Institute were accepted 
and the Policy Committee has been working towards the 
implementation of the recommendations. The first steps 
in recruiting a Director for the Institute have been initiated 
and the whole staff structure is now under review. The 
Institute is very much indebted to Professor James Bates of 
Queens University, to Mr Dermot Egan of the Irish 
Management Institute and to Mr Patrick Elliott of the 
Bank of Ireland Group, who is acting as Chairman, for 
agreeing to serve as an independent committee to advise 
and assist the Institute on the appointment of the Director. 
The fact that these gentlemen, all distinguished in their own 
spheres, have readily agreed to act as an honorary com- 
mittee 1s very much appreciated by the Council. Mr Brian 
Whelan is continuing his good work by helping the com- 
mittee in many ways. 

Priority is being given to the education and training 
aspect of the report. There is no doubt that the examination 
results in recent years, especially in Part V, have em- 
phasized the necessity for immediate action in the whole 
field of education. | 

To keep the situation in this country in perspective I 
think it is important to remember. that it was only in 1963 
that the English Institute formed its first Education 


THE 
144 


Committee as readers of the report on the Cavendish 
Conference will be aware. 

The appointment of a Director of Education and the 
development of the Advisory Boards on Accountancy 
Education should make major contributions to the task of 
making the most of the available educational resources in 
this country. 


The Association of Chartered Accountant 
. Students’ Societies in Ireland 


The Association was formed in July 1969 and I would like 
to emphasize that its formation was not merely accepted by 
the Council, it was positively welcomed as I made clear at 
the first meeting between the representatives of the Council 
and of the Association. I was most favourably impressed 
by the constructive approach of the Association to the 
many problems of education and to the task of helping 
students to improve their examination results. Arrange- 
ments were made for regular meetings to be held during 
each year and these meetings have already started. Progress 
has been made and a number of misconceptions have been 
cleared up. Future meetings should reduce the chance of 
misunderstandings arising and give the opportunity for 
productive discussion. 


Sixth UEC Congress in Copenhagen 


The Institute was represented at the Congress by eight 
members and as you are aware the Congress has been re- 
ported in Accountancy Ireland. However, on behalf of the 
Institute I would like to congratulate formally Mr Thomas 
Kenny on so ably representing our Institute by presenting 
the paper on ‘Points arising in the preparation of con- 
solidated accounts’, which aroused much interest and which 
was very favourably received by the delegates at the 
Congress. 

Apart from the working session, the Congress gave our 
members who were present the opportunity of meeting 
socially members of the profession from the many countries 
which were represented in Copenhagen. This is a matter 
of some importance at the present time of economic and 
other developments in the international field. 


Accounting standards in the 1970s 


In December 1969 the English Institute published a 
Statement of Intent on Accounting Standards in the 
1970s. ‘This statement has received the support of our 
Institute and of the Scottish Institute. Very briefly the 
intention is to advance accounting standards along accept- 
able lines and in consultation with representatives of in- 
dustry, finance and commerce. 

‘Accounting standards in the 1970s’ will be the theme 
of the Institute Conference in Galway on October 9th and 
roth, next. I think this conference will be of particular 
value to practising members as the take-over and merger 
outlook is becoming more and more a feature of Irish 
commercial life. A distinguished panel of speakers 1s being 
arranged for the conference. 


Finance 


The accounts and schedules will have given you most of the 
detail you will have required to assess the financial position 
but I would like to refer in particular to two matters. 

For a number of years it has been apparent that sub- 
scriptions would have to be increased to keep pace with the 
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ever-increasing costs of running the Institute. When you 
add to the effects of inflation, the substantial costs in 
relation to the scheme for the development of the pro- 
fession and the cost of the proposed staff structure, you will 
appreciate why it was necessary last October to seek 
approval for increasing the subscriptions. The Council 
very much appreciated the way in which its recommend- 
ations were accepted by members. Thanks to this ac- 
ceptance, the financial situation of the Institute will not 
deteriorate during the current year as it would otherwise 
have done. I think it is relevant to mention that in 1969 
the Scottish Institute, faced with the same adverse factors 
as ourselves, showed a deficit of £8,900 against a surplus of 
£4,700 in the previous year. The English Institute had also 
a very difficult financial year showing a very substantial 
deficit. 

You will have noticed that the costs to date of the scheme 
for the development of the profession have been entirely 
written off. There is no doubt that this is the correct 
treatment for 1969, although you will also have noticed 
that {9,000 will be recovered against these and further 
costs if integration takes place. : 

At the special meeting last October I promised that the 
Council would review the subscription structure at regular 
intervals. This will be done and it will be necessary to carry 
out the first review and the necessary financial planning 
immediately the final result of the integration voting is 
known in about three months' time. 


Council retirement 


I am sure you will share my regret at the retirement from 
the Council of Mr Howard Robinson. I will not refer to 
this at any great length because I know that this is the last 
thing Howard Robinson would like. However, it. is not 
necessary to stress the contribution he has made over the 
years and the impact of a notable year as President. He 
maintained his enthusiasm for helping the Institute through- 
out the years and I would like to thank him personally 
for his help and support during the past year. 


Conclusion 


I would now like to express my thanks to the secretariat 
and staff of the Institute for all their assistance in what has 
been an exceptionally busy and difficult year. The Secretary, 
Robin Donovan, the Assistant Secretary, Don Lynch, and 
the Joint Secretary, Purvis Bruce, have been unfailingly 
helpful in spite of the extreme pressure under which they 
were all working during the year. 

Last, but very much not least, I thank my colleagues on 
the Council for a great deal of practical help and co- 
operation without which my year in office would have been 
very much more difficult than it has been. In particular 
my thanks are due to the Vice-President, Darwin 
Templeton, for his support at all times and his willingness 
to help in every possible way. 


ELECTION OF PRESIDENT AND 
VICE-PRESIDENT 


At the meeting, as noted under ‘Current Affairs’ in last 
week’s issue of The Accountant, Mr Darwin H. Templeton, 
F.C.A., of Belfast, was unanimously elected President for 
the ensuing year, and Mr Niall Crowley, r.c.A., of Dublin, 
was unanimously elected Vice-President. 
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HE twenty-eighth annual general meeting of the 

London and District Society of Chartered Account- 
ants was held at the Little Ship Club, Upper Thames 
Street, London EC4, last Thursday. Moving the adoption 
of the report and accounts, the Chairman, Mr D. G. 
Richards, F.C.A., said: 

“The report in front of you has been re-styled this year 
so that on the whole you have been presented with far 
less reading matter. 

"Ihe Chairman’s report, 
however, has been extended 
to some degree in order to 
take in some of the infor- 
mation that used to be pro- 
vided in a much longer 
committee's report which now 
no longer appears. To a 
large extent, therefore, I 
have already written — and 
you may have read — what 
I would like to say to you. 
This is a welcome oppor- 
tunity however, to elaborate 

| one or two points. 
‘I regard the written report as having covered what the 
Society has done over the past year and I would like, 
therefore, to concentrate this evening on what the Society 
might be doing in the future, fully to play its part in the 
affairs of the Institute as a whole. 

"The conferences and courses that we arrange are without 
doubt the outstandingly successful side of this District 
Society. Their fame is known throughout the land and the 
fact that over 4,500 members attended them last year is 
clear proof of their success. We are very greatly indebted 
to all those members of the committee and to the other 
lecturers who have done so much to make these con- 
ferences and courses such a success. 

‘I am not in the least concerned about the future of the 
courses. On the one hand, we have the demand there for 
them. On the other we appear to have the ability to supply 
the types of courses needed and the lecturers and chairman 
necessary to run them successfully.’ 





Future plans. 


"The big question mark hanging over the future is, 
of course, whether or not we achieve integration: and yet 
at the same time we cannot wait to know the result of the 
vote before making our plans for this coming winter and 
for the longer-term future as well. 

"We have, therefore, within these last few weeks re- 
cruited a new Assistant Secretary who will provide a most 
valuable addition to the secretarial staff and be of enormous 
help in our plans for the development of our District Society. 
In addition to this, we are fortunate in that we have been 
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able to secure the full-time services of Mr Wilbur Cocke, 
our present Secretary, and this additional capacity coupled 
with that of the new Assistant Secretary will provide us 
with a considerable new resource of brain power and ability 
to carry out our development plans. 

"We require the services of our new Assistant Secretary 
whether or not integration takes place. On the one hand, 
if we do have integration then his first task will be to make 
sure that integration on the district society level (including 
our branches and groups) runs very smoothly indeed. It 
so happens that our new Assistant Secretary has been in 
the Army and has recently been responsible for bringing 
together various regiments which have been amalgamated 
and so he is aware of many of the organizational and 
personal problems that there can be in an exercise of this 
sort. This, therefore, will be his task, which may well take 
a year or two — if integration happens. 

‘If integration does not come about, then he would be 
able to switch immediately to what I regard as his next 
tasks which are, firstly, to make increased contact and 
liaison with the branches and groups which serve up to 
2,000 members of our district society. One of the biggest 
difficulties that we suffer from in London is the sheer size 
of our Society and it is now getting on towards the 13,000 
membership mark. If integration takes place, we shall be 
in the region of 20,000. Close social contact between this 
number is clearly impossible, and so we rely very much on 
the branches and groups of the Society enabling members 
to meet one another and to form groupings which meet to 
discuss any particular professional and technical problems 
that they may have in common. This will be his first task.’ 


Recruitment 


"His second will be to help to develop the recruitment 
side of our Society. As a district society we have done little 
indeed up to now in the field of recruitment. We do not 
shoulder anything like the burden of local recruitment that 
other district societies do and this is because the Institute 
itself has by reason of its location largely handled the 
recruitment of school children in the London area. 

"Ihere is little doubt that the pressure is on our District 
Society to take over more of this recruiting element and I 
mentioned in the report the need we have for members, 
whether in practice or in industry, to act as careers advisers 
and form our liaison with schools in the London area. | 
anticipate that we shall be making a big drive on this 
matter in the near future, particularly when new recruiting 
literature has been produced by the Institute. 

"We are also very much concerned with the recruitment 
of graduates and to a very large extent this is already 
handled in London by individual large firms. At the present 
time it is not suggested that we, as a Society, should take 
over the recruitment of graduates because this is handled 
nationally by the Institute and very ably so indeed. There 
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are certain geographical problems in any one district 
society trying to deal with universities and I feel that on 
the whole this area is probably better left to the Institute 
at the present time.’ 


Public relations 


‘Another side of our District Society to which we shall 
have to give more attention in the future is the public 
relations work which we ought to be able to undertake. 
Accountants are by training, modest and unforthcoming — 
the reverse of the type who gets publicity, and I feel that 
we are not getting enough publicity for a great many of 
the things that we undertake; for a great many of the good 
and useful activities. of members whether collectively or 
individually. We have suffered from some considerable 
criticisms in the past year or so and being slow to anger it 
has taken several blows from our adversaries for us to 
realize the strength of their attacks. We may have reeled 
from these blows but we have not been knocked over and 
indeed we are now mounting a counter-attack with one or 
two secret weapons in the form of the accounting standards, 
which we intend to expose, so the full force of their 
frightfulness can be seen by all. 

‘I believe that we are starting to get the sympathetic 
ear of many financial commentators who are only just 
beginning to understand some of the problems that we 
are up against when dealing with difficult audit or forecast 
situations. 

‘If I am right in thinking that as far as we are concerned 
there is a change for the better coming for us then the 
timing of the production of the new accounting principles 
will be exceedingly fortunate because of the added momen- 
tum they will give to our up-swing. 

‘But how much stronger would our profession be if we 
were able to speak with one voice. One voice which com- 
manded expertise on all sides of accounting techniques 
whether used in local government, in factories, in industry 
generally, or in auditing or taxation or in the City as a 
whole. The only way in which we can achieve this unified 
voice and opinion and the added strength that would go 
with it is through our integration plans being passed next 
month.’ 


Local organization 


‘In our District Society with integration we should have 
strengthened local groups and there would be little doubt 
that within a short time of say two to three years we should 
be able to hive off another two district societies from our 
own without in fact reducing our own effectiveness as a 
Society and yet at the same time increasing enormously the 
social contact between members in those particular locali- 
ties. The two that I have in mind are the South Essex 


Society and the Thames Valley Society, both at the moment. 


branches of this District Society, and to both of whom I 
would offer the full co-operation of this Society in their 
endeavours to achieve district society status. 

‘I have been very honoured indeed to preside over the 
affairs of this District Society for the past year. I have 
enjoyed the job enormously and in particular I have found 
it a great pleasure to meet on many occasions my fellow 
district society Presidents from all over the country. I 
have been very proud to wear the London and District 
Society Chairman’s badge and delighted to show it off 
in one or two reasonably far-flung places.’ (Applause.) 
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One member queried the cost of presenting the report 
in its new format, despite its obvious comprehensiveness 
and variety. Mr Richards replied that, as a document, the 
re-styled report invited attention, and its cost, taken together 


with that of the redesigned programme to be issued in the - 


autumn, was actually less than for the corresponding docu- 
ments in previous years. | 

The report and accounts were then adopted. 

'The result of the election for membership of the com- 
mittee was declared as follows: 


Members in practice: Mr P. J. Hughes, r.c.4., Mr H. P. 
Gold, a.c.a., Mr K. H. Oates, F.c.a., and Mr G. C. 
Peat, F.C.A. 


Members employed 1n the service of a practising accountant: 
Miss Mary Yale, A.C.A. (one vacancy). 


Members not in either of the foregoing categories: Mr F. A. 
Bevis, M.A., LL.B., F.C.A., and Mr G. H. Vieler, F.c.a. 
(one vacancy). 


MEMBERS’ QUESTIONS 


Following the formal business of the meeting, the Vice- 
President of the Institute, Mr A. H. Walton, F.c.a., kindly 
undertook to answer members’ questions on Institute 
affairs. Several members took advantage of this opportunity 
to raise points on a variety of subjects, to which Mr Walton’s 
replies are summarized below. 


The Institute's Silver Collection. Judgements of style a 
taste must inevitably be'a personal view, but the Institute 
has been given an opportunity in 1970 to lay down some- 
thing which will last for many a long day, and to revert to 
the standards of the nineteenth century would not be 
appropriate. In lighter vein, the Institute crest has been a 
favourite theme for after-dinner speakers for years, and a 
new variant.on this theme may not be unwelcome. 


Future plans. The definitive proposals will be issued to 
all members of the Institute later this month, and a special 
meeting held on June 24th. A transcript of the proceedings 
of that meeting will be circulated before a poll is taken, 
so that the final result should be known by the end of 
August. The proposals are so drawn that the English 
scheme could be independently viable if necessary. 


Institute courses. The cost of Institute instructional 
courses is not in fact disproportionate to the value offered 
and has risen very little over the years. Attempts have 
been made to mount courses in less expensive surroundings, 
for example, during university vacations, but other bodies 
also have similar ideas and there is much competition for 
the available accommodatien. The Oxford and Cambridge 
Summer Courses occupy a unique place in the life of the 
Institute and fulfil a very valuable purpose. 


‘Open Days’ at Chartered Accountants’ Hall. "The present 
programme finishes on May 22nd, and opportunities for 
conducted tours of the building will obviously be less once 
the staff are in occupation. 


Criticism of the profession. It is very noticeable that this 
has been directed predominantly at the auditors, rather 
that at finance directors and internal chief accountants, 
many of whom are also chartered accountants. 


Relations with clients. Clients should be made more 
aware of the amount of time and expertise devoted to their 
affairs, and sometimes appear insufficiently convinced of 
the proper value of skilled professional services. 
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Correspondence 


Professional Indemnity Insurance 


SIR, — On reading the first instalment of Mr B. P. Marsh's 
article on professional indemnity insurance (May 7th 
issue) I felt that he left the chapter title b. the cover? 
unanswered. Why, indeed, the cover? 

It has been stated that it is the hallmark of the pro- 
fessional man that he commits himself to his profession to 
the limit of his personal financial resources. Although the 


by-laws of The Institute of Chartered Accountants in 


England and Wales do not directly preclude operation 
through a limited company, the fact that this is considered 
to be undesirable is reinforced by repeated references in 
the bye-laws to what a member may do through the medium 
of an unlimited company and there is moreover a specific 
prohibition in the Members’ Handbook (section E8) with 
reference to mechanized accounting where it is stated ‘such 
services may be offered through an unlimited company 
but not, in the case of practising members, through limited 
companies’. 

If this be so, that it is the hallmark of the professional 
man that he commits all his resources to his profession, 
how can he justify taking out professional indemnity 
insurance, thus making someone else liable for his own 
negligence and escaping (except to the extent of some 
uninsurable catastrophe) the consequences of his own folly? 

It would seem that either professional: negligence insur- 
ance is a contradiction of professional status or it is overdue 
that we relax the concept that a profession 1 is committed 
to unlimited liability. 

Doubtless other members will indicate on which side 
of the. line their preferences fall; I must admit a personal 
preteen for Ee of the concept of limited liability. 


Yours faithfully, 
° JERWIN. 


[Mr Marsh will comment on this and other readers' views 
at the end of his series. It should, however, be remembered 
that insurance is a voluntary bargain between insurer and 
insured, and that the absence of professional indemnity cover 
may cause hardship to the client, whose interests are para- 
mount. — Editor. ] 


Institute's Approach to Accounting . 
Standards 


SIR, — Last week's report under this heading attributes to 
Mr Stanley Dixon, M.A., F. CA, the view that ‘it was of no 
significance to attempt to “value” fixed assets apart from 
their function’. This sounds to me like a point well made, 





and I am extremely glad that it should have been made with 
all the authority of an eminent Past-President. 

- To attempt to ‘value’ property in a vacuum, without 
regard.to the attendant circumstances of the particular 
transaction, is a meaningless exercise. To take a homely 
example, what is the: ‘value’ of an engagement ring to a 
retail jeweller, to a pawnbroker, to an insurance company — 
or to its fortunate possessor? 

I was once involved in litigation over the amount of 
compensation payable to a company for part of its under- 
taking which had been dispossessed under statutory powers. 
The controlling interest in that company had been. pur- 
chased at an advantageous price at a time when it was 
moribund and had paid no dividend for years, but the new 
proprietors by sheer hard work succeeded in building up 
the business to the point when it showed every prospect of 
once more providing a useful service and earning profits. To 
restore the dispossessed part so as to allow the company to 
function once more as an integrated whole would have cost 
at current values a very substantial sum — possibly £100,000 
or more. 

This proved particularly puzzling to one member of the 
tribunal, who returned again and again to the thesis that ‘if: 
the whole undertaking was purchased for £x, then a fortiori 
the value of a part cannot possibly be more’. The funda- 
mental error in this argument is, of course, that it equates 
(a) the value of a parcel of shares with no active market, to 
the only potential buyer, with (D) the cost of reinstating’ 
fixed assets which (like those in Mr Dixon's example) were 
of no possible use other than for their one intended purpose. 

In the event this judicial misconception worked sub- 
stantial injustice, and its EES became in due course 
a law lord. nd" 9 

Yours faithfully, 


WILFRED. 


The Effects of Currency Debasement 


Sir, - David Myddelton must be ‘congratulated on his 
emulation — indeed surpassing — of Arnold Weinstock: the 
latter was content with the transformation of AEI’s {10 
million profit-estimate into a loss of £44 million; but the 
former has translated the gas industry's modest 20-year 
£32 million profit into a loss of ‘about £1,000 million’, 
Despite my abhorrence of distorting accounts by sub- 
stituting hypothetical figures for actual depreciation, I 
could not but be impressed by Mr Myddelton’s expertise: 
his massive tabulations and erudite juxtaposition of cf, 
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got, and g£; until I recalled Carlyle's sage reminder — million this represents an additional loss of. £236 million! 


‘A judicious man looks at statistics, not for knowledge, but 
to.save himself from having ignorance foisted upon him.’ 

I decided, therefore, to examine the phantasmagoria 
displayed in Mr Myddelton’s May 7th article, to seek the 
logical processes—if any- whereby he procured so 
wonderful a transformation. 

The first significant fact — not unlike Chesterton’s famous 
dog that didn't bark in the night — was the omission of a 
balance sheet in £: its inclusion would, of course, have 
‘blown the gaff’. By using Mr Myddelton’s formula - 
cof, X 13073 = s £ — it would have shown net assets increased 
from cf£1,467 to g9f1,707; an overall increase of profit 
from £32 million to £272 million. 

While this would be a simple logical reflection of the 
‘effects of currency devaluation’ - it benefits those who, 
like the gas industry, acquire assets, from borrowed money 
— it would have destroyed Mr Myddelton's pet thesis. Let 
me, therefore, examine, step-by-step, how the simple 
facts of inflation are turned upside-down. 

. [tem r. Profits of .£32 million are turned into losses of 
394317 million by an impressive juggling with all the basic 
elements of the profit and loss accounts. The most signi- 
ficant item is, of course, the increase in depreciation from 
£540 million to £915 million; thus is established a ‘loss’ 
of £375 million; but the omission of the balance sheet in 
sof, conceals the simple fact that the effect would be to 
transfer a like amount to reserves and thus extinguish the 
‘loss’. 

Item 2 is the gem of the whole collection. While deli- 
cately refraining from exhibiting a balance sheet in sei, 
Mr Myddelton notes that the adjusted book value of assets 
IS g9f,1,703 million; but as their book value is only £1,467 


Item 3 displays Mr Myddelton’s determination to accept 
no factual accounting figures even when he discerns a 
logical explanation: it is best given in his own words: 

‘Of the gas industry’s reported Government debt at 

March 1969 of £1,435 million, £465 million relating to 

British Gas Stocks bears an average interest rate of 3'46 

per cent. A more realistic interest rate of 8-5 per cent 

would increase total interest charged by £23 million per 

year.’ I 

If he has done nothing else useful, Mr Myddelton has 
demonstrated the importance of accountancy as a language: 
previously I had regarded its main function to be the 
correlation of facts in a common denominator; but I have 
now been forced to realize that it can compete with space- 
fiction in imaginative exploration. 


Yours faithfully, 


Cheam, Surrey. JACK CLAYTON. 


Unsolicited Testimonial 


Sir, - When renewing my subscription recently, it occurred 
to me that I had been a reader for some 35 years and hope 
to continue to enjoy the pages of The Accountant for at 
least another 35! 

I find the journal comprehensive, yet compact; in- 
formative and instructive; fair-minded, and essential in my 
view for an up-to-date knowledge of what goes on in the 
accountancy world — throughout the world. 


Yours faithfully, 


Amersham, Bucks. J. M. S. RISK. 





Student 


Roundabout 





LONDON STUDENTS’ 


should write as soon as possible to the 
Secretary of the Society, 43 London 
Wall, London EC2. 


SHEFFIELD RESIDENTIAL 
COURSE 


AN intensive week-end residential 
course is being arranged for members 
of the Sheffield and District Chartered 
Accountant Students’ Society at Bel- 
mont Hall, Cheshire, the provisional 
dates being September 4th-6th. 


OXFORD COURSE 


THE annual Oxford residential course 
of the Chartered Accountant 
Students’ Society of London takes 
place at Balliol and Trinity Colleges 
from September 17th to 2oth, and 
will have as its theme “Theory and 
practice of management accounting’. 

The course wil be particularly 
valuable to Final students who may 
have found the subject somewhat 
removed from their practical experi- 
ence and also for those students 
interested in this aspect of account- 


ancy and propose pursuing it after 
qualification. 

The course wil be conducted by 
lecturers from Caer Rhun Hall, in- 
cluding Mr V. Ronald Anderson, 
F.C.A., Principal, and Mr John V. R. 
Anderson, M.A., A.C.A., Senior Tutor. 
Members from industry will also 
present lectures, Subjects will include 
the collection and interpretation of 
information as an aid to decision- 
making and control, break-even analy- 
sis and costings, including marginal 
and standard costs. 

Those wishing to attend the course 


The course, which will cater for 
Intermediate Parts I and II students, 
will be in three parts and the cost 
wil be Zio. Members wishing to 
attend the course should apply as 
soon as possible to the Society’s 
secretary, Mr R. M. Hedley, c/o 
Thornton Baker & Co, 28 Kenwood 
Park Road, Sheffield 7. 


Annual Meeting 


At the Society’s recent annual general 
meeting the following officers and 
committee were elected for 1970-71: 


President: Mr R., Firth, J.P., F.C.A. 


^ May 14th, 1970 


Chairman: Mr D. J. Kirkman, M.A., F.C.A. 


Secretary: Mr R. M. Hedley, Thornton 
Baker & Co, 28 Kenwood Park Road, 
Sheffield 7. Treasurer: Mr J. Appleby. 


Committee: Messrs D. Barker, R. Barnes, 
J. Fallon, P. Gelsthorpe, P. Hall, N 
Hanlon, J. Newman, J. Scannell and 
A. Shepherd. 


Mr M. Sheppard, J.P., F.C.A., the 
retiring President, presented a trophy 
to the Society, to be awarded to the 
winners of the annual student and 
senior society golf match. 


Sport 
This year it 1s hoped that the Society 
will be able to offer its members an 
excellent sports programme. In the 
past, poor communication has limited 
Society fixtures to members in the 
larger offices, and to rectify this all 
members interested in participating 
in the various sports fixtures planned 
should contact Mr Phillip Hall, 12 
Aughton Crescent, Sheffield 13. Tele- 


phone 399318. 


HULL STUDENTS 


ForLowiNG the success of their five- 
a-side football competition in which 
over 100 students took part, The 
Chartered Accountants’ Students’ 
Society of Kingston upon Hull are 
proposing to widen their sporting ac- 
tivities by organizing golf, tennis and 
cricket matches in the forthcoming 
-months. 

Members wishing to participate in 
these matches should contact without 
delay Mr Alistair Dales, c/o Hodgson, 
Harris & Co, Bank Chambers, Parlia- 
ment Street, Hull. Telephone 36911. 


Discothèque | 


The Society has arranged a disco- 
thèque for June 5th at the Skyline, 
Jameson Street, Hull. Tickets at the 
modest price of 6s are available from 
Mr Dales at the above address. 


BRADFORD AND DISTRICT 
STUDENTS 


New Members’ Meeting 


New members of the Bradford and 
District Chartered Accountant 
Students’ Society were welcomed by 
the President of the Society, Mr 
K. M. Gray, F.c.a., at an informal 
meeting held at the Victoria Hotel, 
Bradford, on April 29th. 

The Society’s secretary, Mr Ian R. 
Dalzell, outlined the activities of the 
Society and made particular reference 
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to the lobbying of MPs by members 
of ACASS relating to taxation relief 


-on articled clerks’ expenses (The 


Accountant, November 1st, 1969). 
Distributing copies of the proposed 
amendment to the Finance Bill sup- 
porting the claim, he suggested that 
as the matter was of considerable 
relevance to new members, they 
should do all they could by lobbying 
MPs with a view to gaining the 
required concession. 


Soccer Tournament 
The Society has arranged an inter- 
firm five-a-side soccer tournament on 
May 31st at Parkside Stadium, Park- 
side Road, Bradford. Kick-off will be 


at 10 a.m. and admission will be free. 


The closing date for those wishing 
to take part in the tournament is 
May 18th and further details, together 
with entry forms, are available from 
the sports secretary, Mr J. C. Brearton, 
47 Haslingden Drive, Bradford o. 
Telephone: office 22168, home 46514. 


INTEGRATION AND THE 
STUDENT 


No real thought had yet been given 
to the position of students under 
integration, and as yet, no firm pro- 
posals had been made as to education, 
declared Mr John Scott-Baird, A.C.A., 
A.C.LS., immediate past-chairman of 
ACASS, and chairman of the Joint 
Students’ Working Party, at a lively 
meeting of The Taverners held last 
"Thursday at The Green Man, 
Bucklersbury, London. 

‘Students’ societies under integra- 
tion’, he said, ‘should remain as auto- 
nomous self-governing bodies. The 
original integration proposals define 
the role of students’ societies as being 
to help students to realize that they 
have obligations to the profession and 
to prepare them to fulfil this role in 
the profession after qualification’. 

‘But who is to represent the present 
needs of students? Mr Scott-Baird 
asked. ‘If ACASS is to continue’, he 
said, ‘it must have autonomous mem- 
bers but if their finances were con- 
trolled by district societies who might 
perhaps be antagonistic to ACASS 
then it would not exist for long!’ 

He went on to say that education 
would benefit from integration, al- 
though in industry there was a dis- 
incentive for ideas at the lower levels 
of accounting with the disadvantage of 
the trainee clerk not being able to 
compare the different types of account- 
ing practice as can the present articled 
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clerk. This could be overcome by the 
secondment to the profession of those 
training in industry. 

There was a need, he declared, for 
the integration proposals to reflect a 
policy of academic training and there 
had been a plethora of ideas as to how 
this should be done. Out of these 
might emerge the need for more places 
at universities and polytechnics for 
degrees and sandwich courses, which 
could lead to a rule somewhat similar 
to the Law Society’s of a period of 
uninterrupted articles to ensure, along 
with the training record, sufficient 
practical experience. 

"This point of education is import- 
ant’, he said, ‘as it affects recruitment 
and therefore the calibre of students. 
The Scottish Institute envisage a 
graduate entry only by 1975 and I 
cannot see the English Institute being 
far behind.’ 

Mr Scott-Baird emphasized that the 
benefits to be achieved from integra- 
tion were a more united voice in 
education, on professional discipline 
and in ethics. "Io students I would 
point out that a new voice of 60,000 
students will play a far more effective 
and responsible part in the profession.’ 


MANCHESTER MEETING 


Tur final lecture meeting in May of 
the Manchester Chartered Accountant 
Students' Society will be held on May 
21st at 5.30 p.m. at the Students' Hall, 
46 Fountain Street, when the subject 
will be ‘Incomplete records’. 

Mr J. N. R. Taylor, F.c.a., will be 
the speaker. 


FIRMS’ REPRESENTATIVE 
SCHEME MEETING 


Ir is hoped that as many representa- 
tives as possible from London firms 
will attend the next meeting of the 
Firms’ Representative Scheme of the 
Chartered Accountant Students’ Soc- 
iety of London on May 2oth at 6 p.m. 
at 43 London Wall. 

The meeting, which will be held 
under the chairmanship of Miss 
Ann Dent, A.C.A., chairman of the 
scheme’s sub-committee, will deal 
with a wide range of subjects including 
the forthcoming annual President’s 


Meeting; integration; the accounting 


machine demonstration in London on 
July rsth by NCR; the sixth months’ 
industrial experience within articles; 
inter-firm swimming contest; and a 
proposed national quiz for all student 
societies, 
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Notes 
and 
Notices 


PROFESSIONAL NOTICES 


Hacker RUBENS, PHILLIPS & YOUNG, 
Chartered Accountants, of London, 
and BEDELL & BLAIR, Chartered 
Accountants, of Manchester, announce 
the formation of a joint partnership 
which will practise under the style of 
HACKER RUBENS, PHILLIPS & YOUNG 
in Manchester and BEDELL & BLAIR 
in London. All partners in the two 
practices are pattners in the joint 
practice. The two existing practices 
will continue unchanged. 


HEATHCOTE & COLEMAN, Chartered 
. Accountants, of Birmingham I5, an- 
nounce ‘that they . have ‘taken into 
partnership as from May Ist, 1970, Mr 
GERALD F, Davis, A.C.A, The title of 
the firm remains unchanged. 


LzrcH Person Evans & Co, Char- 
tered Accountants, of Coventry, an- 
nounce the retirement on April 3oth, 
1970, of Mr E. W. Evans, F.c.A., after 
40 years as a partner in the firm. He 
will continue his association with the 
firm in a consultative capacity. 


' NEWTON & Garner, Chartered 
Accountants, announce that Mr 
H. R. M. NEWTON, F.C.A., resigned 
from the practice on April 1st, 1970. 
The practice is being carried on by 
Messrs NORMAN WILLIAM GARNER, 
F.C.A., JOHN BORMOND BARRATT, A.C.A., 
and LEONARD JAMES MONTAGUE, A.C.A., 
at Apex House, Grand Arcade, North 
Finchley, London N12. 


in GOURLAY & Deas, 
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PANNELL FITZPATRICK & Co; Char- 
tered Accountants, of Glasgow, Coat- 
bridge, Lanark and Motherwell, an- 
nounce that Mr R. DOUGLAS GOURLAY, 
c.A., retired from the firm on April 
3oth, 1970. Mr GouRLaY had for 
many years previously been a partner 
Chartered Ac- 
countants, now incorporated in 
PANNELL FITZPATRICK & Co. 


GEOFFREY SCHOFIELD & Co, Char- 
tered Accountnats, of London, an- 
nounce with deep regret the death of 
their senior partner, Mr GEOFFREY 
SCHOFIELD, F.C.A., on May 3rd, 1970. 
The firm will be continued by the 


existing partners, and its name and 


style will remain unchanged. 


GEOFFREY ScHOFIELD & Co, Char- 
tered Accountants, of London, an- 
nounce that Mr Davm EPSTEIN, 
A.C.A., A.T.L1., has been admitted as a 
partner in the firm as from March st, 
1970. l 

VINEY MERRETTS and GREENWOOD 


& Loryman, both of Empire House, 


St Martin ’s-le- Grand, London ECz, 
announce that their firms merged on 
May ist, 1970. Mr J. N. RICHARDSON 
has. become a partner in. VINEY 


-Merretrs and, Mr L. W. Loryman 
-has become a consultant to the part- 
nership. 


VINEY MERRETTS announce ABA on 


May 1st, 1970, Mr M. S. SAMUELS, 
A.C.A., was admitted to partnership. 


APPOINTMENTS. . 


Mr M. S. Chishty, a.c.w.a., chief 


accountant of Plenum Publishing Co 


Ltd, has been. appointed to the board 
of the company. 


Mr W. G. Hunniball, F.C.A.; has 
been appointed chairman of the 
North-western Section of the In- 
stitute of Transport, and will take 


office on October Ist. 


Mr L. N. G. Olsen, F.c.a., has 
joined the board of .Parker-Knoll Ltd 
as a non-executive director to advise 
the board on financial matters. 


Mr A. M. Ramsay, C.A., F.C.W.A., 
J.DIP.M.A,, A;T.L.I., has been appointed 





JOHN FOORD & COMPANY. 


137 VICTORIA STREET, LONDON Sun 


REVALUATION OF ASSETS ` 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. ` 


Telephone 01—834 2002 (4 lines) ` 


‘May 14th, 1970 


.a director ‘of The ee Paint 


Co Ltd. 


Mr Melvyn W. Rosser, F.C.A., has 
been appointed a member of the Post 
Office’s new. and experimental Tele- 
communications Board for Wales and ` 


the Marches. 


Mr H. P. Stewart, LL.B., A.C.A., has 
been appointed group financial con- 
troller of Brightside EES Hold- 
ings Ltd. 

Mr Alan J. Woodward: F.C.A., has 
been appointed financial director of 
Thorpe & Porter (Sales) Ltd and its 


subsidiary companies. 


IN PARLIAMENT : 
Computer Accounting: Frauds 


‘Mr STAINTON asked the President of 


the Board of Trade whether, in view 
of the possibility of frauds with the 
development of computer accounting, 
he will arrange discussions with the 
Institute of Chartered Accountants 
and other professional bodies to 
review the situation and consider the 
need for specific computer audit and 


-control -procedures to-be laid down i in 


a new Companies Act. | j 

. Mrs: GWYNETH "DUNWOODY: We 
propose to consult EE bodies 
on this matter. 


‘Hansard, May 4th,: 1970. Written 


answers, col. 56. 


Employers Liabitity (Compulsory. 
: Insurance) Act 1969' ` 


‘MR Div WATKINS asked the Secre- 


tary of State for Employment and 


‘Productivity if she will now make a 
-further statement about the. imple- 


mentation of the Employers' Liability 
(Compulsory Insurance) Act 1969. 
Mr HAROLD WALKER: My Depart- 
ment.has assumed responsibility for 
the administration of this Act and will 
be embarking shortly on a series, of 
consultations with interested parties. 
These will relate mainly to the content 
of the regulations which will need to 
be prepared before the Act is brought 
into operation. -> 
Hansard, May 8th, 


answers, col. I95. 


1970. Written 
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. OBITUARY 


Mr Graham' A, Usher, M.B. E., 
T.D., C.A. 


It is with regret that we record the 
sudden death in Edinburgh on May 
Sth, of Mr Graham A. Usher, M.B.E., 
T.D., C.A., who served as President of 
The Institute of Chartered Account- 
ants of Scotland in 1961-62. Mr Usher 
was a partner in the firm of Haldane 
Brown & Co, of Edinburgh, and was 
admitted to membership of the former 
Society of Accountants in Edinburgh 
in 1924. 





A member " the Council of the 
Edinburgh Society from 1945 to 1949, 
he later served on the Joint Conimittee 
of Councils of the Chartered Ac- 
countants of Scotland and was a 
member of the Council of the Scottish 
Institute from 1953 to 1957. He was a 
member of numerous Institute Com- 
 mittees, including a special committee 
for the examination and training of 
apprentices as well as the committee 
which prepared the memorandum of 
evidence submitted in July 1960 to the 
Jenkins Committee on Company Law 
Amendment. | 

During the Second World War he 
became second in command of the 
78th Field Regiment, Royal Artillery, 
and afterwards held staff appointments 
at the First Corps and other head- 
quarters, He was appointed M.B.E. 
(Military Division), was awarded the 
Territorial Decoration with three bars 
and was specially mentioned for 
meritorious service. 

Mr Usher was for some years 
chairman of Thomas Usher & Son 


FOR C.A. 
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Ltd, brewers, of Edinburgh, and was 
also vice-chairman of, The, United 
Wire Works Ltd. 


THE INSTITUTE OF COST AND 
WORKS ACCOUNTANTS 


President's Luncheon 


The President of The Institute of 
Cost and Works Accountants, Mr 
H P. Southall, F.CA, FCW.A. 
J.DIP.M.A., gave a luncheon party today 
(Thursday) at the Institute’s offices, 
63 Portland Place, London Wr. Those 
present were: Sir Walter Adams, 
C.M.G., O.B.E., Director, London School 
of Economics and Political Science; 
Messrs S. V. Bishop, M.C, of 
The British Printing Corporation Ltd; 
D. J. Ezra, M.B.E., deputy chairman, 
National Coal Board; C. As Herring, 
financial director, British European 


Airways Corporation; The Rt. Hon. 


Reginald Maudling, P.C., M.P., Mr H.H. 
Norcross, managing director, Norcross 
ard Partners Ltd; Lord Roberthall, 
acvisory director, ‘Unilever Ltd; Mr 
G. C. Rowlett, director and general 
manager, Times Newspapers Ltd; 
Professor R. I. Tricker, University of 
Warwick; Sir Richard Way, K.CiB., 
C.3.E., chairman, London Transport 
xecutive; and Mr M. H. Walters, 
C.3.E., Secretary of the Institute. 


NEW P. D. LEAKE RESEARCH 

FELLOWSHIP 
The Institute of Chartered Account- 
ants in England and Wales has 
announced that a new P. D. Leake 
Research Fellowship will be tenable for 
two years from September rst in the 
Department of Financial ` Control, 
Lancaster School of Business and 
Organizational Studies. The pre- 
scribed research topic will be "Ihe 
uses of, needs for, and form of pub- 
lished information regarding company 
firancial affairs’. 

Candidates holding any recognized 
accounting qualification may apply, 
but current or past experience should 
preferably include one or more of the 
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following: audit and professional ex- 


perience, investment analysis-or other 
experience in a financial institution, 
corporate financial management, a 
degree in economics and business 
studies, and/or academic experience 
in relevant research or teaching. 

The research should lead to publica- 
tion, and might also qualify for award 
of a higher degree. The authorized 
stipend is {£2,000 per annum and 
inquiries may be addressed in con- 
fidence to Professor J. R. Perrin, 
University of Lancaster, Bailrigg, 
Lancaster, preferably prior to May 
31st. 


GRADUATE STUDENTSHIP IN 


ACCOUNTANCY 
Thanks to the generosity of the Ford 
Trust, a studentship in business 


finance and accounting 1s being offered 
for the years 1970-71 and 1971-72. 
It is for £880 a year, and the successful 
candidate will be required to register 
as a full-time student of the London 


School of Economics for the M.Sc. 


degree and to undertake such practical 
work as shall be required. 
Candidates must be citizens of the 
United Kingdom or Ireland, and must 
be under 3o years of age. They need 
not be university graduates but must 
be members of a recognized profes- 
sional body of accountants. Further 
particulars may be obtained from the 
Secretary of the Graduate School, 
London School of Economics, Hough- 
ton Street, Aldwych, London WC2. 


BRITISH ACCOUNTING AND 
FINANCE ASSOCIATION 


The first annual conference of the 
British Accounting and Finance As- 


sociation (the formation of which 


was announced in The Accountant 
of March 19th) will be held at Edin- 
burgh University on September 14th 
and 15th on the theme “Does Britain , 
need a Securities and Exchange 
Commission to protect the investor 
and improve financial reporting?’ 
"Ihe members of the distinguished 
panel of speakers will be Mr R. G. 


AN R.R.C. HOME STUDY COURSE provides the simplest answer. Backed by 41 years 
of postal tuition experience and over 175,000 passes, it assures your success in all the 
principal Accountancy exams, and also in Banking. Book-keeping, Civil Service, Computer 
Appreciation, Costing, G.C.E., Insurance, Law, Local Government, Secretaryship, etc. 


Free-100-page book (without obligation) on application to Careers Adviser 


THE RAPID RESULTS COLLEGE 
DEPT AH3, TUITION HOUSE, LONDON SW19 
Member of the Association of British Correspondence Colleges 
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Leach, President of The Institute of 
Chartered Accountants in England and 
Wales, and senior partner in Peat, 
Marwick, Mitchell & Co; Mr Ian 
Fraser, Director-General of the Panel 
on ‘Take-overs and Mergers; Mr 
Andrew Barr, Chief Accountant of the 
United States Securities and Exchange 
Commission; Mr George R. Catlett, a 
member of the Accounting Principles 
Board of the American Institute of 
Certified Public Accountants, and a 
partner in Arthur Andersen & Co, 
of Chicago; Mr Christopher Marley, 
Financial Editor of The Times, and 
Mr Maurice Moonitz, Professor of 
Accounting in the University of 
California, Berkeley, and former 
Director of Research of the American 
Institute. 

Accommodation for 300 people has 
been arranged in University Halls of 
Residence for the nights of Sunday, 
September 13th, and Monday, 
September r4th, and the conference 
wil begin at 10.30 a.m. on Monday 
and end at 4.30 p.m. on the Tuesday. 

The conference fee wil be 15 
guineas, including accommodation and 
meals, and applications, together with 
the fee, should be made as soon as 
possible to the Secretary of BAFA, 
Mr T. A. Lee, Department of Ac- 
counting and Business Methods, 
University of Edinburgh, so George 
Square, Edinburgh 8. 


BRIGHTON POLYTECHNIC 


Dr J. M. S. Risk, B.COM., PH.D., C.A., 
F.C.W.A., F.C.LS., J.DIP.M.A., M.I.M.C., 
F.B.I.M., has been appointed as one of 
the co-opted members of the Council 
of Brighton Polytechnic — one of the 
new polytechnics 'designated' by the 
Secretary of State for Education and 
Science. l 


ADVERTISING MEN AND MONEY 


Advertising is not normally a field of 
activity with which accountants as a 
class have much in common. It is thus 
the more interesting to note that the 
1970 national conference of the 


Advertising Association, currently in . 


progress at Brighton, includes one day 
devoted to the theme of ‘Marketing 
money’. 

The underlying approach has been 
announced as ‘Money talks — but does 
it communicate?’; and topics to be 
presented include “The role of financial 
and corporate communications’ and 
"How financial advertising works’. A 
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distinguished panel of speakers has 
been assembled for this occasion, 
including Lord Drogheda, managing 
director of The Financial Times, Mr 
D. Maitland, F.C.A., managing director 
of the Save and Prosper Group, and 
Mr Percy F. Hughes, editor-in-chief 
of The Accountant. 


PLENDER CLUB 


At the next meeting of the. Plender 
Club of the City of London Poly- 
technic, the speaker will be Professor 
Edward Stamp, Professor of Account- 
ing and Business Methods in the 
University of Edinburgh, who will 
discuss accounting principles and their 
deficiencies and suggest a programme 
for reform. 

The Plender Club — named after a 
former President of The Institute of 
Chartered Accountants in England 
and Wales — comprises some 300 
students at tbe Polytechnic who are 


taking a nine-month course exempting 


them from the Institute's Intermediate 


examination. 
The meeting will be held in the Hall 
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of the City of London Polytechnic, at 
84 Moorgate, at 2 p.m. on Wednesday, 
MY 20th. 


THE ACCOUNTANT FOR 
POSTERITY 
'The foundation stone laying ceremony 
for the new premises of the George 
Press ~ the Kettering works of the 
Staples Printing Group — took place 
on Wednesday of last week. 

Stones were laid by Mr T. S. 
Martin, group chairman and a director 
of Gee & Co (Publishers) Ltd — 
publishers of The Accountant — and 
Mr G. A. Bardle, general manager of 
the George Press, in the presence of 
the Mayor and Mayoress of Kettering. 

During the service conducted by 
the Rev. C. Skerratt, the Mayor's 
Chaplain, the lesson was read by 
Mr Percy F. Hughes, Editor-in- 
chief of The Accountant and a director 
of the Staples Printing Group. 

Among the items deposited for 
posterity in a cavity beneath the stones 
were copies of The Accountant and 
The Accountant's Diary 1970. 


GOLF — THE WOOD CUP 


The annual match between the Asso- 
ciation of Scottish Chartered Ac- 
countants in London Golf Club and 
the Chartered Accountants’ Golfing 
Society for the Wood Cup was played 
at the Woking Golf Club on April 


under handicap over thirty-six holes. 
The six best scores of both the 
Scottish and English Societies decide 
who shall hold the cup for the year. 
On this occasion, after an exciting 
match, the Scottish Society beat the 





16th. The contest consists of English Society by 350 to 345 points. 
Stableford foursomes competitions 
CAG Society Pts Scottish Association Pts 
R. Anderson 6 R. Adams es 
I. Blake- Thomas 4 D. Finfer 
H. J. Finden-Crofts g D. H. Heigham ] É: 
J. Foreman 5 D. L. Spence 
N. Grenfell J. D. St C. Harrison > 
C. D. 'Thomas 57 M. G. Crabtree 59 
S. W. Penwill T. Anderson |; 
W. B. Henderson 57 W. Spicer 57 
E. H. Head A. Smith’ ` 6 
H. C. Staines 55 K. R. H. Murray 5 
P. Knight E. F. Milne Y 6 
J. H. Bradfield 54 G. F. Todd 5 
"Total 345 Total 350 
Prize-winners (no pair could take more than one prize) were: 
Thirty-six holes 
First: R. Anderson (a.m. 38) - I. Blake-Thomas (p.m. 26)  .. T .. 64 
Morn'ng 
First: P. J. Heigham and D. L. Spence .. P» GC o AS 
Second: J. O. Harrison and M. S. Crabtree (on last "ed Qs id .. 32 
A. W. Coleman and S. A. Letts  .. : e EM .. 32 
Afternoon 
First: R. Adams and D. Finfer 35 
33 


Second: J. B. Richardson and J. Paton 
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Long-range Forecast 


RRESPECTIVE of the outcome of next month’s voting on 
future plans, The Institute of Chartered Accountants in England 
and Wales has for long made no secret of its intention to raise the 
minimum qualifications for entry. However, the Council has now 
shown itself sufficiently confident to issue A forecast of the likely 
education and training requirements of the English Institute in 


‘the context of a projected integration date (I-Day) of July rst, 


1971, and to release copies of this publication to The Institute of 
Municipal Treasurers and Accountants and The Association of 
Certified and Corporate Accountants. 

The expressed intention of the proposals is to raise the stan- 
dards of education and training, so that future chartered account- 
ants will have the educational background, intellectual abilities 
and professional competence to deal with the increasing complexity 
and difficulty of the more advanced work of the profession. Sub- 
ject to transitional provisions, chartered accountant students (or, 
as they are.designated throughout the proposals, ‘student mem- 
bers’ of the enlarged Institute) will be accepted, after I-Day, only 
with a minimum of five GCE passes, including two subjects at 
Advanced level, and if they have attained the age of 17 years. 

The 16-year-old with five ‘O’ level passes, who may be accepted 
under present regulations as an articled clerk, will not in future 
be eligible to train as a chartered accountant, but may enrol as a 
‘registered student’ for the ‘affiliated’ (AAM) qualification. 

The scheme includes provision for affiliated members to qualify 


as chartered accountants. It is, however, made clear that candi- 


dates are encouraged to remain at school and attempt the 'A' 
level standard, rather than leave and M on their passes at ‘O’ 
level. 

Particular importance is attached to the recruitment of graduates 
from the universities of Great Britain and Ireland, and those with 
degrees approved by the Council for National Academic Awards. 
Of the 1969 intake by the participating bodies of candidates who 
would be eligible to enrol as student members under the new 
proposals, university and CNAA graduates accounted for about 
25 per cent. If the rate of development of recent years continues, 
it is to be expected that in the near future the majority of candi- 
dates for the chartered qualification will be university or CNAA 
graduates. ‘This is a vital development if standards are to be raised 
in the future. 

It was a widely held view for many years that a newly articled 


clerk represented a liability to the practice rather than an asset, 
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and many members of the profession can still remember 
the monotonous, repetitive and (at that stage of their 
professional knowledge) meaningless tasks which 
occupied their early weeks in the office. One such 
novice is reputed to have had a volume thrust hurriedly 
at him by a senior, with instructions to 'cast that', and 
he studied its first page with every symptom of earnest 
concentration for a full hour before inquiring 'Do I 
turn over now?’ Surely the system, rather than the 
young man himself, was at fault. The increasing 
emphasis on principals’ responsibilities, the provision 
of courses for newly articled clerks, and the intro- 
duction of the six months’ probationary period have 
all helped to alleviate a state of affairs which was 
neither fair nor safe. 

In the new proposals, the familiar ‘articles’ have 
disappeared in favour of the 'training contract for 
student members, and all non-graduate candidates 
will be required to follow an initial full-time college 
course ‘in professionally relevant subjects’. ‘This 
course will be ‘of a character and standard simular to 
the first year of a CNAA degree course in accountancy 
or business studies’ and will not be reckoned as part of 
the training contract period. Besides this compulsory 
initial course, non-graduate student members will also 
have an opportunity to follow a second nine months’ 
course approximating to the second year of a CNAA 
degree, and thereby either completing a degree course 
before qualifying as chartered accountants or returning 
to college after qualifying in order to complete the 
degree course. 

If the intake of prospective student members with 
‘A’ level qualifications continues at its present level 
after I-Day, there is likely to be difficulty in finding 
sufficient college places for the compulsory initial 
course. Certainly to restrict the course to polytechnics 
and colleges conducting CNAA-recognized degree 
courses in business studies would lead to a deficiency 
of up to 1,000 places, and the Institute therefore in- 
tends to invite other selected colleges to participate in 
the scheme. It is, of course, important that sufficient 
places should be available from I-Day, so that there 
should be no reason to exempt any non-graduate 
student member from attendance. | 

The most far-reaching departure from precedent is 
the conception of the ‘training contract’ which may be 
served in industry or the public service alternatively 
to a practitioner's office. In all cases the contract must 
be supervised and controlled by an 'authorized prin- 
cipal and both the form of the training contract and 


the organization within which the student is to train 


must be acceptable to the Council of the Institute. 
Training contracts will normally be within one of the 
three basic ' streams’ of professional practice, industry 
and commerce, or the public service, but provision 


ACCOUNTANT 


May 21st, 1970 


will be made for secondment to another stream or for 
service (on the principal’s business) overseas, up to a 
total of 12 months in all. 

Service for a fixed term of years, whether designated 
as articles or a training contract, will no longer be the 
rule. Instead, contracts may provide for different 
lengths of time, to afford maximum flexibility in order 
to meet a variety of training and educational provisions. 
Certain minimum periods of practical training, study 
and course leave and total duration are proposed: any 
contract may provide, by agreement of the parties, for 
these minima to be extended, but no reduction will be 
permitted. 

The minimum period of any training contract, for a 
graduate entrant, will be 40 months, to include 30 
months’ practical training and six months’ study and 
course leave; the balance of four months covers (inter 
alia) holidays, examination sittings and absence due to 
illness. For non-graduate entrants, the normal mini- 
mum period of practical training will be 39 months, 
although this may be reduced to 33 months if the 
candidate is taking the optional second nine-month 
full-time course. The duration of that course 1s not 
reckonable as part of the period of practical training. 

An aspect of the training contract which caught the 
attention of one of our correspondents when the origi- 
nal ‘blue book’ outlining the ‘future plans’ was published 
in 1968, is that it may depend on the participation of 
some impersonal entity which is neither the student's 
legal guardian nor subject to the jurisdiction of the 
Institute. No doubt the views of industrial and muni- 
cipal corporations have been canvassed through appro- 
priate channels; but in the absence of the results of 
such an inquiry, it must remain a possibilitv that an 
organization ostensibly well-fitted to offer training 
facilities would hesitate to concede an element of 
authority over its own employees. 

Registered students for the AAM qualification will: 
not be required to enter into a formal training contract 
or to undertake a specific course of study. It is anti- 
cipated that a large proportion of registered students 
will proceed by way of the Ordinary National Certifi- 
cate 1n Business Studies; which is normally a two-year 
part-time course and which, if successfully completed 
(with passes in the appropriate accounting papers), 
would exempt the candidates from the Institute's first 
examination for registered students. The Institute, 
intends, however, to provide such an examination for 
students who are unable to obtain college places for an. 
ONC course. 

Alternative avenues of exemption, on which a 
decision has yet to be taken, may be the ONC in Public. 
Administration for candidates in the public service, 
and the Higher National Certificate or Diploma in. 


regard to the second Institute examination. (Irrespeé- 
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tive of this latter possibility, a registered student who 
succeeds in the -HNC or HND examinations would 
be eligible to transfer to student membership and 
enter into a training contract for the chartered qualifica- 
tion.) 

Student members and registered students are re- 
minded that they may be eligible for local education 
authority grants towards courses relevant to profes- 
sional training. In general, such grants are mandatory 
for full-time first degree or comparable ‘designated’ 
courses, and discretionary in other cases. A number of 
local authorities have, in fact, approved grants for the 
(at present voluntary) nine months’ courses in 1969-70 
for ‘A’ level entrants under the Institute’s present 
regulations, and it is hoped that they will be no less 
generous when the initial course becomes compulsory 
for student members. 
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A new structure of examinations is proposed for both 
chartered and AAM. candidates, providing options at ` 
final level for alternative papers appropriate to the 
‘stream’ in which the candidate has been trained. The 
booklet here outlines various transitional provisions for 
students who commence their professional training 
before the end of 1971, and the existing pattern of 
examinations of the participating bodies will continue 
to be available until the end of 1978. 

The main structure of the proposals has suffered no 
fundamental change from those outlined in the pub- 
lished scheme (the 1968 ‘blue book’) although there 
have been ‘material amendments of detail’. The original 
proposals are reproduced as an appendix to the present 
booklet: it is unfortunate that in this appendix the 
original references to ‘licentiate’ rather than ‘afhliated’ 
membership still persist. 





Unencouraging 
Prospects 


T= significance of last week’s Green Paper, 
Economic Prospects to 1972 — — A Revised Assessment 
(HMSO 3s) lies not so much in its tentative forecasts 
of future developments within the UK economy as on 
the light it throws upon Government policy. The 
conclusion, which stands out with stark clarity from 
the vague statements, is that the present Government 
is no more able to control the economy than it or its 
predecessors were in the past. It reveals clearly the 
basis of last month’s Budget, with its need to avoid 
any expansion which would intensify the inflationary 
pressures and reverse the recent improvement in the 
balance of payments. 

: This Green Paper is a follow-up to The Task Ahead 
which in February 1969 set out the Government’s 
broad economic strategy and the prospects for the 
economy until 1972: It reflects the outcome of the 
discussions -of the various ‘Economic: Development 
Committees and other bodies which assessed in detail 
the state of individual industries and their prospects 
in the light of the latest available information. "These 
have now provided the basis for the revision of the 
estimates contained in the 1969 document and which 
are reviewed:in the latest Green Paper, ^. > 

The authors are at. pains to stress that neither the 


original nor thé reviséd assessment should: be regarded: 


as plans; rather they should be seen as ‘a basis for 
economic planning and decision-taking by the Govern- 
ment and industry’. In a sense, the distinction is more 
apparent than real. After all, if it is estimated that the 
gross national product will only increase by a given 
amount, this estimate then provides the basis, and in 
effect the constraint, for Government economic policy. 
To this extent such estimation is tantamount to plan- 
ning. No one in his senses imagines that economic 
plans are similar to the plans of an architect from 
which no deviation is permissible! 

Some of the revisions to the estimates made in 1969 

in The Task Ahead are of interest in so far as they' 
reflect the Government's capacity for regulating the: 
economy. While there is some evidence to suggest that 
some acceleration in the rate of economic growth may 
be hoped for — in particular, some rapid increases in 
the manufacturing sector of the economy — the evidence: 
‘is not strong enough to justify for planning purposes a 
continuing increase in the underlying rate of growth’. 
Reviewing the range of possibilities, the new Green 
Paper concludes that a growth in output from 1969 to 
1972 of the order of 3$ per cent a year may be 
envisaged. 
"The latest revisions to the balance of payments 
estimate in the 1969 paper are more significant, not 
least for future policy. Although it is expected that the 
1972 surplus on invisibles will be 'significantly higher" 
than anticipated, imports of manufactured and semi- 
manufactured. goods are. now expected to rise faster 
than predicted in the 1969 estimates, probably between 
5-and 6 per cent a year, compared with about 4 per cent 
estimated in the 1969 document. 

^ Tt:thus becomes necessary for exports to: grow, faster 
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than the earlier estimate of 5$ per cent; a figure of 
64+ per cent is now prescribed for 1969-72. The 
Economic Development Councils reviewing the motor 
industry, chemicals and parts.of engineering, have all 
suggested doubts whether capacity will be sufficient 
to meet the additional export and domestic demand. 

A continuing increase in the ratio of investment to 
the gross domestic product is presaged, although the 
latest estimate is less optimistic than that in the 1969 
paper. The latest report rightly stresses that none 
of the EDCs have been optimistic concerning the 
future growth in industrial investment but the smaller 
increase in investment expected could, it states, be 
met out of the available resources, even if the gross 
national product did not grow at an accelerated rate. 
But this forecast is subject to personal consumption 
increasing by only 2:8 per cent a year, which given the 
higher rate of growth expected in the g.d.p. must 
entail further tax increases. 

It is inevitable, therefore, that the emphasis in the 
Green Paper is placed upon the 'need to consolidate 
the great improvement that has taken place in the bal- 
ance of payments'. Conditions must be maintained in 
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which there is no restriction on allowing exports to 
expand in order that they keep pace with the anticipated 
growth in imports. For such reasons it remains essential 
to restrain domestic spending. The paper nevertheless 
hopes that it will still be possible for private sector 
consumption to increase, despite the higher demands 
of the public sector. 

— As was explained by the Chancellor in his recent 
Budget, in determining the tax reliefs available, 
account had to be taken of the recent spate of pay 
awards. No doubt it is possible to exaggerate the 
inflationary effects of these recent awards, not least 
since much. the same inflationary phenomenon 1s to be 
observed throughout the western world. Nevertheless, 
there is a limit to the effectiveness of fiscal policy in off- - 
setting such inflationary pressure and the next govern-. 
ment wil bave to call a halt to.recent developments 
if the situation is not to deteriorate seriously. 

The real cause for misgiving regarding the future is, 
however, the absence of any hope for significant growth 
in the g.d.p. or of industrial investment in the private 
sector. To put it at its best, the prospect for the 
economy and the taxpayer is not encouraging. 





Current 
_ Affairs 





The Profession at Westminster 


HE decision to hold a General Election on June 
A 18th will mean the abandonment of several 
Parliamentary Bills affecting business and industry. 
In addition to the controversial measure to nationalize 
Britain's ports, which has been fiercely contested by 
the Opposition, the casualties include the Industrial 
Relations Bill, the National Superannuation Bill and 
the Construction Industry Contracts Bill. 

The Finance Bill and the Consolidated Fund Bill — 
which empowers expenditure on the public services — 
are expected to complete their various stages before 


Parliament is prorogued on May 29th. 'lhere are 
several other Bills nearing their last stages which may 
pass through in time — possibly including the Inertia 
Selling Bill which is the subject of a contributed 
article on other pages, and which was set down for its 
second reading in the Lords this weck. 

There are nine members of the accountancy profes- 
sion in the present House of Commons, all of whom are 
believed to be standing for re-election: ` 


Mr Joel Barnett, r.A.c.c.4. (Heywood and Royton, 
Lab.) 


The Rt Hon. Jack Diamond, P.c., F.C.A. (Gloucester, 
Lab.) 


The Rt Hon. Ernest Marples, P.C., F.C.A. (Wallasey, 
Con) ` ° 


Mr Bruce Millar, c.a. (Glasgow, Craigton, Lab.) 
Mr R. J. Pounder, M.A., A.C.A. (Belfast South, UU) 


Mr M. Shaw, J.P., #.c.a. (Scarborough and Whitby, 
Con.) 7 


Mr F. H Taylor, r.c.4. (Manchester, Moss Side, 
Con.) 


Mr R. S. Wainwright, M.A., F.c.a. (Colne Valley, 
Lib.) 
Mr W. D. Williams, r.c.4. (Dudley, Con.) 


Another accountant with a good chance of appearing 
in the next Parliament is Mr W. G. H. Clark, F.A.C.C.A., 
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the unsuccessful Conservative candidate for Notting- 
ham South in 1966. Mr Clark has been nominated for 
the East Surrey constituency, normally a Conservative 
stronghold, in succession to the sitting Member, Mr 
Charles Doughty, who is not seeking re-election. 

At the banquet held at Chartered Accountants’ Hall 
on May 6th, the Liberal leader, Mr Jeremy Thorpe, 
P.C., M.P., suggested that the profession ‘had a duty 
to see that it was more generously represented’ in 
Parliament (The Accountant, May 14th). This week’s 
announcement provided accountants with an oppor- 
tunity to take Mr Thorpe at his word. At the 1966 
election, the full list of candidates included 37 ac- 
countants. 


IMTA Leads the Way 


Tc first of the participating bodies 5f accountants 

vote on the draft Integration Agreement will 
be The Institute of Municipal Treasurers and Ac- 
countants, on June 4th. According to the Institute's 
constitution, a proposal of this kind requires the sup- 
port of 75 per cent of those members present and 
` voting at an annual general meeting. 

On the evidence of the postal poll and special meeting 
held by the Institute last year, both of which showed 
over 8o per cent support for the proposals, the portents 
zre that the scheme will be accepted. 

The IMTA is unique amongst the participating 
bodies in its performance of certain non-accounting 
functions, which would not be assigned under the 
Integration Agreement to the enlarged Institutes of 
Chartered Accountants, and which the IMTA Council 
considers it ‘absolutely vital’ should be continued. 
Those functions, as set out.in the papers issued re- 
cently to the Institute's members, include a financial 
information service, local government statistical publi- 
cations and loans bureaux. 

To provide these services, the Crown will be peti- 
tioned for the grant of a supplemen:al charter, re- 
. naming the IMTA "The Institute of Public Finance’, 
to which all existing members of the Institute would 
belong automatically and as of right. Membership of 
The Institute of Public Finance will, it is hoped, provide 
a forum for public service officers to work together in 
a common field, and enable members to broaden 
both their interests and their prospects. Such member- 
ship will not carry the right to any designatory title 
or initials, nor will The Institute of Public Finance 
function as a professional accountancy body. 


ICWA Looks Both Ways 


NTEGRATION of the accountency profession 
cannot, of course, even by the most confident 
supporter, be dismissed as a foregone conclusion. 
Not unnaturally, therefore, the Council of The Institute 
of Cost and Works Accountants 'considered it prudent, 
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when discussing the scheme of integration with' the 
other participating bodies, to initiate a study into what 
the main aspects of ICWA policy should be if the 
integration proposals are not, in the event, accepted’. 
The results of this study were issued in booklet form 
to ICWA. members last week. It is considered that the 
Institute ‘must continue to evolve broadly along its 
present lines’ in fostering the development of industrial 
accountancy, and that in the future it would have to 
identify itself with such skills as long-range planning, 
economic analysis and the control and improvement of 
current operating conditions. It might also be desirable, 
in those circumstances, to change the name of the 
ICWA so as to reflect more accurately its aims and 


' activities, although no suggestion is made of a possible 


alternative title at present. 

A revised examination and membership structure is 
included, which in the event shows close similarity 
with the main proposals discussed in a leading articlé 
on other pages. ‘Student members’ for the ACWA 
qualification would be required to hold a university 
degree or two ‘A’ level passes, and 'O' level candidates 
would be enrolled as ‘registered students’ for a new 
grade of ‘licentiate membership. The FCWA would 
become a postgraduate diploma, awarded on further 
examination and proof of suitable practical experience. 

The timing of the participating bodies’ special 
meetings means that ICWA members will have ample 
time to consider both the outcome of the other five 
meetings as well as the implications of unilateral 
development before expressing their own definitivé 
vote. 


The Institute's Appointments 
Service 


Tos Appointments Service of The Institute of 
Chartered Accountants in England and Wales has 
been reorganized and now offers separate divisions, 
firstly, for members (as well as Part II final candidates 
awaiting admission to membership) seeking employ- 
ment, and secondly, for graduates seeking placement as 
articled clerks. 

Employers wishing to register suitable vacancies 
with the Appointments Service are invited to complete 
a questionnaire, and the registration normally remains 
in force for a period of three months. Registrations can 
also be accepted on a permanent basis from firms of 
practising members who have vacancies for senior 
employees. | 

Registrations by members seeking employment are 
accepted for a period of three months at a time. 
Members are strongly encouraged to arrange an inter- 
view with the Appointments Officer. 

Special arrangements apply to the placement of 
university graduates as prospective articled clerks. It 
is significant that a minimum standing charge has been 
introduced for firms wishing to recruit more than 
15 graduates per annum; this standing charge includes 
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a maximum of five entries in the Directory of Firms 
with Training Opportunities for Graduates, published 
by the Appointments Service. 

The standing charge also covers the first three clerks 
taken through introductions given by the Appointments 
Service (or, in the case of firms recruiting over 40 
graduates annually, the first six clerks) after which a 
capitation fee of {60 per graduate becomes payable. 
These charges have been calculated by reference to the 
substantial contribution made by the Appointments 
Service in the recruitment of graduates, especially to the 
larger firms of chartered accountants, notably through 
^ visits paid to universities by members of the staff. 
Prospective articled clerks seeking introductions in 


the Greater London Area are particularly requested to : 


make prior appointment for an interview with a 
member of the staff of the Appointments Service. The 
number of such interviews undertaken 1s considerable, 
pressure being particularly heavy during the period of 
school holidays. 


Memorial to Lord Latham 


ER MAJESTY THE QUEEN was represented by 
the Duke of Hamilton, P.C., K.T, G.C.V.0., A.F.C., 
at a memorial meeting to the late Lord Latham, 
K.ST.J., F.A.C.C.A., held at Church House, Westminster, 
last Thursday. 
` Referring to Lord Latham’s political and public 
services, Lord Shepherd, Deputy Leader of the House 
of Lords, described him as a man of courage and 
tenacity in his political life. Other tributes to his 
public, political and professional achievements were 
paid by Baroness Phillips, and by Mr E. A. Lediard 
Smith, F.A.c.c.A., President of The Association of 
Certified and Corporate Accountants, who said that 
Lord Latham ‘was not just interested in carving oppor- 
tunities for himself, but provided them for others, too’. 
Lord Bowles, a former Vice-Chairman of the 
Parliamentary Labour Party, presided at the meeting, 
which was attended by Lady Latham and by other 
members of the deceased’s family, as well as by a 
number of friends and professional colleagues. 


Discretionary Trusts and Powers 


| popularity of discretionary settlements in 
recent years as vehicles for tax avoidance has in- 
cidentally given rise to some difficult questions of 
construction and of trust law. Last November the 
House of Lords held that where trustees had a bare 
power to appoint trust property to a class of persons, 
it was not necessary that the whole of the class of 
persons should be ascertainable. It was enough if one 
" could say of a specific person with certainty that he was 
or was not a member of the class (Whishaw v. Stephens 
[1968] 3 WLR 1127). 

On May 6th the House of Lords, by a very narrow 
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majority, took an important step further. They held in 
effect that even where the discretion of the trustees 1s 
in the nature of a trust, rather than a mere power, the 
fact that not all the class of persons is ascertainable 
does not invalidate the trust (McPhall v. Doulton: The 
Times, May 14th). 

The leading majority speech was delivered by Lord 
Wilberforce who said that it was striking how narrow 
and artificial was the. distinction in some of the cases 
between trusts (or trust powers) and powers. The 
Court of Appeal judgments in the present case showed 
how what to one mind might appear as a power of 
distribution coupled with a trust to dispose of the 
undistributed surplus, might appear to another as a 
trust for distribution coupled with a power to with- 
hold a portion and accumulate or otherwise dispose 
of it. It did not seem satisfactory that the entire 
validity of a disposition should depend on such delicate 
shading. 

A trustee of an employee benefit fund, whether 
given a power or a trust power, was still a trustee. He 
would surely consider in either case that he had a 
fiduciary duty. Any trustee would make it his duty to 
know what was the permissible area of selection and 
then consider responsibly in the individual cases 
whether, in relation to other possible claimants, a 
particular grant was appropriate. 

It follows that the distinction drawn by the Court 
of Appeal in CIR v. Broadway Cottages Trust (33 
ATC 305) was after all invalid. This highlights the 
difficulties facing professional men who attempt to 
advise others on taxation. 


Report Par Excellence 


N his speech to the annual meeting of The Institute 
of Chartered Accountants in England and. Wales 
last week, the President, Mr R. G. Leach, C.B.E., F.C.A., 
said that the 1968 report of the Institute had been 
selected for an award by the British Association of. 


Industrial Editors in their National House Journal 


Competition. 

It will be remembered that the format of the Institute 
report was substantially changed in 1966, and a leading 
article in The Accountant of April 22nd, 1967, said ‘if 
awards were made to professional bodies for the most 
informative and attractively presented annual report 
and accounts, those of the Council of The Institute of 
Chartered Accountants in England and Wales for 
1966, issued. to members this week, would be hard to 
excel’. The selection of the 1968 report for such an 
award must be a source of particular pride and satis- 
faction to all who were concerned in the 1966 exercise, 
and in particular to the then members of the annual 
report subcommittee — Mr S. Dixon, M.A., F.C.A. (at 
that time Vice-President of the Institute), Mr S. A. 
Middleton, F.c.a., and Mr Jasper pee B.A., F.C.A., 
J.DIP.M.A. 
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Degree Course in Financial 
Management 


Te City University has announced an extension of 
its M.Sc. course in administrative sciences to 
provide an alternative option in financial management. 
This should prove particularly valuable to newly 
qualified accountants who are seeking to widen their 
knowledge of modern management techniques before 
entering industry, or who may find themselves in- 
volved in the management problems of clients. 

The principal subjects of the course, which runs on 
a full-time basis from October 1st to September 3oth, 
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are financial management, economics of the firm, and 
data processing. Students will also take subsidiary 
subjects to facilitate their appreciation of management 
functions in which they are not themselves specialists. 

Entrants to the M.Sc. course are normally required 
to hold a good honours degree in an appropriate 
subject, but qualified accountants will be accepted for 
the new option subject to certain conditions. Inquiries 
should be addressed either to Mr G. D. Vaughan, 
B.SC.(ECON.) (senior tutor of the Graduate Business 
Centre), or to Mr J. E. Lewis, M.A., F.C.A. (senior 
lecturer in Management Accounting), Gresham College, 
The City University, Basinghall Street, London EC2. 





THIS IS MY LIFE 


More Perks 


by An Industrious Accountant 


HAT the perquisites of office can sometimes count 

for even more than the official salary is a truism, 
to which even my earliest months in the profession 
bore witness. There was, for instance, the occasion of 
my first Christmas as an articled clerk. My salary was 
set at nothing for my initial year, and that December 
the pitiful limitations of my family pocket-money 
compared to my wished-for standard of living were all 
too apparent. 

So I consulted my colleague and fellow clerk Bill, 
a sophisticated and wily second-year man who was 
rarely at a loss. How, I inquired, did he make all the 
money of which he seemed to have no lack? What 
bottomless purse or Midas touch enabled him to revel 
so lavishly? 

It was nothing, he replied. He merely took his 
annual holidays at Christmas, whereupon his Italian 
second cousin, head-waiter in a luxurious hotel off 
Piccadilly, fixed him up with a job as third assistant 
barman. A fiver down was the quid pro quo. . . . 'No, 
you ass, what I give him, not what he gives me!’ he 
grinned ... but the tips alone came to several times 
that amount before ever he drew his wages. A push- 
over, he indicated; he'd fix me up next year if I wanted 
it. 

I remembered Samuel Pepys, that master of the 
discreet art of bribery, when - through Lord 
Sandwich's influence as Clerk of the Acts — he found 
himself appointed to the Navy at £350 per annum in 


1660. Not only did casual fees bring him about £3 
daily, and gifts ranging from food to silver cups arrive 
regularly, but the prospects were even better. Not 
only had Mr Watts, a merchant, offered him {500 in 
June to desist from the place, and Mr Man offered 
[1,000 outright for the office in August (‘which made 
my mouth water, but yet I dare not take it till I speak 
with my Lord to have his consent’), but Lord Sandwich 
told him that it was not the salary that made a man 
rich, but the opportunities of getting money while he 
was in the place. 

The boot was on the other foot the following 
January, when Sam went shopping at the Jewel Office: 
"but strange it was for me to see what a company of 
small fees I was called upon by a great many to pay 
there, which I perceive is the manner that courtiers do 
get their estates’. 

It wasn't only the courtiers that did well. In 1840, 
Albert the Prince Consort discovered that there were 
pickings to be got lower down the scale. Endeavouring 
to reorganize the shambles of incompetent muddling 
in the running of Buckingham Palace's domestic 
affairs, he discovered that one of the flunkeys enjoyed 
the perquisite of collecting daily all the candles which 
had been set up the previous night but never lighted. 
Candles by the hundred, by the barrow-load, enough 
to stock a shop! 

Albert's reformation of this and other anachronisms, 
and his cost-conscious crusade, is a story in itself. 

I was pondering these historic trifles when the buyer 
in our furniture department dropped in. He referred 
with a smirk to last week's little accident at our 
delivery platform involving a vanload of mahogany 
chairs and a conveyor belt which moved prematurely. 
The damaged chairs were to be sold at scrap price, but 
he'd picked out four high-backed hall chairs which 
really were only slightly marked. An outstanding 
bargain, he winked conspiratorially, if I was interested. 

This I perceive is the manner that accountants do get 
their estates! 
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The Accountant Annual Awards 


Lord Mayor of London Presents the 1970 Awards 





HE ACCOUNTANT Annual Awards for 1970 were presented by the Lord Mayor of London, Lieut-Col 
Sir Ian Bowater, K.T., D.S.O., T.D., at the Mansion House last Friday, in the presence of a large and distinguished 
company representing the City, the professions, industry and commerce. Mr Percy F. Hughes, Editor-in-Chief 
of The Accountant, presided, and also on the platform were the representatives of the winning companies, Mr 
A. E. Frost, Finance Director of Imperial Chemical Industries Ltd, and Mr A. J. M. Miller, D.S.C., v.R.D., 
Chairman of Bestobell Ltd, together with Lady Bowater; Mrs Percy F. Hughes; Mr R. G. Leach, C.B.E., F.C.A., 


President, The Institute of Chartered Accountants in 
England and Wales; Mr G. D. H. Dewar, C.A., Presi- 
dent, The Institute of Chartered Accountants of 
Scotland; Mr D. H. Templeton, F.c.a., President, The 
Institute of Chartered Accountants in Ireland; Mr 
E. A. Lediard Smith, F.a.c.c.a., President, The 
Association of Certified and Corporate Accountants; 
Mr W. S. Hardacre, F.c.A., F.I.M.T.A., President, The 
Institute of Municipal Treasurers and Accountants; 
Mr A. T. Purse, LL.B., F.c.1.s., Vice-President, The 
Chartered Institute of Secretaries; Mr R. Van de 
Woestyne, President, College National des Experts 
Comptables de Belgique; Alderman and Sheriff The 
Rt. Hon. Lord Mais, T.D., D.L., and Lady Mais; Mr 
Roy Borneman, Q.c., Chairman of the Panel of Judges 


of The Accountant Annual Awards, and the following 
members of the Panel: Mr Peter Baring; Mr P. C. 
Barnett; Mr T. A. Hamilton Baynes, M.A., F.c.A.; Mr 
Robert Knight, r.c.rs.; Mr Trevor W. Macdonald, 
C.4.; Mr Anthony Mallinson; Mr Ian T. Morrow, 
C.A., F.C.W.4.; Mr Arthur E. Webb, Editor of The 
Accountant, and Mr Peter Chapman, Secretary of 
The Accountant Annual Awards. 


THE CHAIRMAN'S ADDRESS 


In the course of his opening address, Mr Percy F. Hughes 
said: 

'I would like to extend to you all a very warm and sincere 
welcome to the presentation of The Accountant Annual 





Mr A. E. Frost, Finance Director of Imperial Chemical Industries Ltd (/eft), receives his company's Award from the Lord Mayor. 
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Awards. By the standards of the City of London, this is a 
relatively modern ceremony but it is the seventeenth 
occasion on which the Awards have been presented, and 
I like to feel that it has become a City function. To you, 
My Lord Mayor, I would express my thanks for the ready 
acceptance of my invitation to present the Awards this year 
and also for making available to us your historic, official 
home. 

‘With an increasingly high standard of financial reporting, 
the task of our Panel becomes more and more difficult but 
as always they have carried out their task with a keenness 
and painstaking thoroughness to which I would pay 
tribute. Once again the Chairman was Mr Roy Borneman, 
Q.C. 

‘Mr Ian T. Morrow has served the Panel for a record 
period of eleven years and it is with some regret that I must 
accept his request to leave the Panel now, but I would like 
to thank him for all that he has done for the Panel during 
this long period and to congratulate him on his election as 
Vice-President of The Institute of Chartered Accountants 
of Scotland this year. 2 

‘Mr Peter Baring, Mr P. C. Barnett, Mr T. A. Hamilton 
Baynes, Mr W. G. Campbell, Mr J. A. Jackson and Mr 
Arthur Webb have again served the Panel this year and 
they have been joined by Mr Anthony Mallinson, who 
succeeded Sir Hilary Scott and Mr Trevor Macdonald, who 
succeeded Mr Robert Adams. The Panel was also joined 
this year by Mr Robert Knight, immediate Past-President 
of the Chartered Institute of Secretaries, and Mr Peter 
Chapman has again served as Secretary to the Panel. To 
them all I would express my grateful thanks for all their 
efforts in ensuring the success of what I have been told by 
so many people is a worth-while undertaking. 

'Once again we have had the support of the various 
professional bodies and some evidence of this is to be seen 


The Lord Mayor presents the Award for Bestobell Ltd to Mr A. J. M. Miller, D.S.C., V.R.D., the company's Chairman. 
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from the support given this morning by Mr R. G. Leach, 
President of The Institute of Chartered Accountants in 
England and Wales; Mr G. D. H. Dewar, President of 
The Institute of Chartered Accountants of Scotland; 
Mr D. H. Templeton, President of The Institute of Char- 
tered Accountants in Ireland; Mr E. A. Lediard Smith, 
President of The Association of Certified and Corporate 
Accountants; Mr W. S. Hardacre, President of The 
Institute of Municipal Treasurers and Accountants, and 
Mr A. T. Purse, Vice-President of the Chartered Institute 
of Secretaries. 

‘I am delighted to see Mr R. Van de Woestyne, President, 
Collége National des Experts Comptables de Belgique, who 
has made the journey from Belgium in order to be with us 
this morning. I hope that it will be possible sometime for 
other leading members of the accountancy profession on 
the other side of the Channel to come to this ceremony 
so that they may learn something of what we are trying 
to do here, to improve the standards of financial reporting.’ 


Accounting standards 


‘I know that the professional bodies are alive to the 
tremendous importance of ensuring that accounts and 
supporting documents contain accurate and reliable 
information which is easy to understand by those for whom 
it is intended. I know that much research has been and is 
being undertaken by them in this field, particularly in the 
United Kingdom, but also in other parts of the world. I 
hope that their efforts will be co-ordinated as far as possible 
although, of course, I appreciate that where laws are 
different somewhat different information may have to be 
supplied in order to comply with the law. 

‘But the aim of The Accountant Annual Awards scheme 
has always been to encourage meaningful disclosure in 
company reports and accounts beyond the minimum 
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prescribed by the law and if the best practice can keep 
ahead of the law on an international basis as a result of the 
standard set by professional bodies throughout the world, 
benefits to the investing public and their advisers will be 
immense. 


“To the companies that have been successful this year — 
Imperial Chemical Industries Ltd and Bestobell Ltd — 
I would offer my sincere congratulations. It is important for 
all present to appreciate that the Awards are of equal merit, 
and as those of you who have been to the presentations on 
previous occasions will know, one is given for large com- 
panies and the other to smaller companies requiring less 
complex accounts.’ 


LORD MAYOR PRESENTS THE AWARDS 


Presenting the Awards, the Lord Mayor said: 


‘I am delighted to see you all here today. Indeed on such 
an occasion as this which is so closely associated with the 
activities of the City, I can think of no more fitting place 
than the Mansion House in which to make these 
presentations. 


‘I suppose that nearly everyone nowadays can read and 
write, and some of us can add and subtract, and others still 
require the aid of matches and match boxes. I am afraid, 
Chairman, I fall into the latter category because my mastery 
of accounting is extremely limited. 


‘None the less, I am very grateful to you for all that you do 
and to the companies because about this time of the year, 
I receive, through being a very small shareholder in rather a 
large number of companies, either directly, or as a trustee, 
a beautiful selection of glossy magazines. Some of them 
you can use as' a guide for going round the world — pictures 
of ships and places of interest, tropical plants, and every- 
thing else. If you are very hard up for anything else to do, 
without necessarily inspecting the figures which are 
enclosed in these annual reports, you can have quite an 


Hillebrandt, B.Com., F.C.A., Treasurer. 
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interesting time examining the activities on a world-wide 
basis. ! 

‘But the real purpose of this meeting is to make two 
presentations, one to a very large company and one to a 
company which is described as being not so large. That, 
of course, is indicative of the era in which we live because 
when you see that the not-so-large company had profits 
of over £2 million and a turnover of over £23 million and 
you say "Well, that's not such a large company", one's 
mind begins a little bit to boggle. 

'I can remember when I came into this City, rather 
a long time ago, that the company of which I was a very 
junior member had managed to have a paid-up capital 
of £150,000, and in the year under review the chairman 
was able to report to us, with a considerable amount of 
pride, that the net profits of the company before the 
payment of taxation — which was not all that different from 
what it is today, curiously enough — were in the region of 
£35,000. Well, that did not deter us at all because not long 
afterwards this particular company went on to build large 
paper mills. 

‘It is not for me to enter into any discussion as to the 
desirability or otherwise of mergers, take-overs, and so on. 
But sometimes one has the feeling that perhaps room should 
be retained for companies which are not always quite so 
large, and where people can still come in with the intention 
of expanding their companies and building them up and 
up; whereas if all the companies are already getting into 
vast mergers it becomes difficult to see where the up-and-up 
process goes; so that perhaps a little of the excitement 
which we experienced 40 years ago, of building up some- 
thing from small to large, has been removed. 


Clear reporting 


'Now these Awards, Chairman, were instituted in 1954 
with the purpose of encouraging the preparation by public 
companies of clearer and more informative annual reports, 
and this is the 17th occasion on which Awards are being 





Mr A, E. Frost (/eft) holding the ICI Award with Mr B. D. G. Ogle, F.A.C.C.A., A.C.W.A., Chief Accountant (centre), and Mr F. J. K. 
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Mr C. L. Belchem, Chief Accountant of Bestobell Ltd, /eft, holds his company's Award with Mr John D Taylor, F.C.I.S., joint managing 
director. With them are Mr S. Morris, F.C.A., senior partner of the company's auditors, far /eft, and Mr Derek A. Allen, B.Sc., 


A. M.I.Mech.E., joint managing director. 


made. I also understand that you always make two Awards 
and that in doing so you have the services of an eminent 
Panel of Judges which comprises members representing the 
accountancy profession, the Stock Exchange, the legal 
profession, merchant banking and industry and commerce. 

“The Panel, in deciding who shall be the winners, has 
regard, among othe: things, not only to presentation and 
clarity, but to layout and typography, and also the adequacy 
ot the information. I do like to stress the last words — 
the adequacy of the information — because you can look 
at the figures until you are blue in the face, and they may be 
beautifully set out, and the typography and the paper and 
everything else may be quite lovely, but it is terribly 
important that the story shall be clear. A lot of people 
do not have time to delve into the depths of detail and it is 
very important that the story should be clear — what the 
company is really doing; what it is setting out to do; its 
immediate successes and its hopes for the future. That I 
do think you are encouraging by these Awards. Looking 
back at some of the reports of a relatively short time ago, 
it is noticeable at once what a tremendous advance has 
been made today in telling the story of what a company 
is doing. 


Integrity 


"And now I think all I have to do, Chairman, having 
made these few remarks, is to act on your behalf by making 
the Awards to the winners and to congratulate them 
on what they have achieved, and in doing so, to say once 
more that the City of London depends on the integrity 
of the accountancy profession and on the financial services 
rendered by the great institutions on a scale today which, 
perhaps, has never been equalled. It is vastly important 
in the new era into which we are passing for understanding 
by the man in the street of what is happening in commerce; 
it is vastly important that this very high standard shall not 
only be maintained but that the man in the street shall be 
left in no doubt and that we explain to him in clear and 


straightforward language, eschewing jargon — may I be 
permitted to say I think we err a little sometimes on the 
side of jargon — so that the ordinary person can read it and 
understand it. Never has it been more important that all 
sections ot the community should be brought in and should 
understand. 

‘I congratulate you, and The Accountant and all those who 
are engaged in the work of the Panel on the assistance which 
you are giving to the City of London.’ 


ACKNOWLEDGEMENTS OF THE 
PRESENTATIONS 


Acknowledging the presentation made to his company, 
Mr A. E. Frost, Finance Director of Imperial Chemical 
Industries Ltd, said: 

'May I first of all say how pleased I am to be present 
this morning to receive this handsome Award. We in ICI 
are delighted to have been singled out for this honour. 

'My chairman, Sir Peter Allen, has asked me to convey 
to you, my Lord Mayor, his sincere apologies tor not 
being present to receive the Award from you. He has a 
long-standing engagement to preside over the half-yearly 
meeting of the ICI Central Works Council, an occasion on 
which the workpeople throughout the company have the 
opportunity to meet and discuss mutual problems with the 
board. It is an aspect of one of today’s most vital questions — 
communications — and for this reason the board attaches 
great importance to it; in fact, all my colleagues in this 
country are there. On another aspect of the same theme, 
you are probably aware that ICI operates a profit-sharing 
scheme whereby employees receive an annual bonus in the 
form of shares in the company. In this way many thousands 
of our employees have a dual interest in the company’s 
prosperity — as stockholders and as employees — and our 
annual report and accounts play a vital part in keeping them 
informed. 

‘The 1968 report and accounts, which were the subject 
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of this Award, were the first in which the additional 
requirements of the 1967 Companies Act had to be met. 
In point of fact we were already complying with a good 
many of those provisions since we have always taken the 
view that information should not be limited to that re- 
quired by statute; we believe we have a responsibility to 
keep the stockholder in close touch with the progress of the 
company in which he has invested. Certainly there is no 
reluctance to inform; our major problem, having regard to 
the size and complexity of the activities of the ICI group 
throughout the world, is to decide what should be omitted 
so that the right balance is struck between telling all and 
keeping the report and accounts to a manageable length. 

'In some respects the legal requirements do not yet go 
far enough, whilst in others they impose unnecessary 
burdens without appearing to help the stockholders. Some- 
times, merely to give the information called for by the 
Acts is to tell only part of the story. For many years 
companies have been required to disclose the total amount 
of remuneration paid to directors. Since 1967, as you all 
know, it has been necessary to particularize by quoting the 
gross pay of directors in a specified manner. 

"Whatever may have been the purpose of this legislation, 
we have taken the view that merely to quote gross pay 
would present a misleading picture. We have felt the need 
to go beyond the narrow requirements of the law and we 
therefore show the corresponding tax figures and bring 
out what we choose to call the “take home pay" — and in 
these days of abnormally high taxation the difference 
between gross and net pay is almost frightening. If I may 
put it another way, the reward for risking a thrombosis is 
shown to be derisory! 

‘We always try — and I am sure you will approve very 
much of this, My Lord Mayor - to avoid accounting jargon 
wherever possible, especially in the accounts themselves. 
This is not because as a lawyer I am antipathetic to the 
accountants' form of words — for what can be more obscure 
than a well-turned legal phrase? — but because my colleagues 
and I believe that our objective should be to produce 
accounts readily comprehensible to the general body of 
stockholders. 


Financial team 


‘It is here I should like to pay tribute and express my 
personal thanks to the members of my financial team who 
have been mainly responsible for the report and accounts, 
and to mention particularly, if I may, Mr Hillebrandt, the 
Treasurer, and Mr Ogle, the Chief Accountant. I should 
also like to thank Sir William Slimmings, of Thomson 
McLintock & Co, and Mr Coates, of Price Waterhouse & Co, 
our joint auditors, for all their assistance. I’m sure they 
won’t mind my saying that I cannot recall a single audit 
when everything was agreed without debate — but this is 
as it should be — and I'll be surprised if the Institute's new 
accounting standards, when they come along, will make 
much difference in this respect because, dare I say it in this 
hallowed gathering, in my experience official recommenda- 
tions do not always find as much favour with the recipients 
as they do with their authors. 

“The silver sconces will make a handsome addition to the 
Millbank scene and I am hoping — though without much 
conviction — to be able to persuade my colleagues that they 
will look much more imposing in my office than in the board- 
room! I might add that I've not yet applied my mind to the 
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troublesome question of the proper treatment of these new 
fixed assets in our next balance sheet! 

‘Finally, may I express my thanks to you, Mr Hughes, 
and to The Accountant for instituting these Awards, to the 
Panel for demonstrating such excellent judgement in decid- 
ing that my company should get one of them, and to you, 
My Lord Mayor, for making the presentation so felicitously.' 
(Applause.) | 


Sound objectives 


On behalf of Bestobell Ltd, Mr A. J. M. Miller, D.S.C., 
V.R.D., Chairman of the company, said: 

"May I first of all thank you, Sir Ian, for presenting me 
with this splendid and tangible token of the verdict of the 
eminent Panel of Judges of The Accountant which decreed 
that the 1968 report and accounts of Bestobell Ltd were the 
winners of the “Junior League". 

‘Having now listened to me for about 30 seconds, the 
gentlemen in the audience will have jumped to the wrong 
conclusion that here is another Scottish exported accountant 
who spends each year polishing and re-polishing the annual 
offering to shareholders. You will be only a little wide of 
the mark because I am that other principal Scottish export — 
an engineer; I wish to make this point clear at the outset 
as I can then say with no false modesty whatsoever that this 
Award has been well and truly earned by others in the 
company than myself and I would like sincerely to pay 
tribute to the long hours of careful work which our Financial 
Director, John Taylor; our Chief Accountant, Cyril 
Belchem (and his staff); and Sid Morris, the senior partner 
of our auditors, put into our report each year. In 1968, this 
dedication paid off and we now receive this signal honour, 
which is all the more desirable in so far as it cannot be 
influenced or bought in any way whatsoever. I may say the 
announcement came as a real and splendid surprise to us 
all at Bestobell. 

'Receiving this Award bears out the soundness of the 
objectives we have always borne in mind when selecting 
the information and figures and preparing the layout prior 
to the publication of our report. Our principal aim always 
has been to give our shareholders the fullest possible 
information about their company as, to put it very simply, 
this is the principal reason for a report at all. Most of you 
present will appreciate the difficulty in sifting the mass of 
information reaching the head office of an international 
holding company such as ours, which has, around the 
world, upwards of so active subsidiaries, albeit some of 
them small, so that shareholders are not burdened with a 
mass of detail and yet can have a clear and comprehensive 
picture of their affairs. 

‘Secondly, we have alway’ considered this annual task to 
be a major exercise in public relations, not only amongst 
our shareholders, the City, and the investing public, but 
as a means of communication within the company (like 
ICI we have a scheme for workers’ participation in shares 
and a great number of our employees are shareholders), 
and to present an image of the company which will attract 
young, able management and improve our relations with 
our customers, the trade unions, etc. In other words, it is 
an opportunity, of which we take advantage, to improve 
and consolidate our corporate public image. 

‘As the professionals here will appreciate, each year it 
becomes more and more difficult to strike a balance between ` 
the ever-changing requirements of the Companies Acts by 
way of disclosure and avoiding the publication of infor- 
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Talking 
of growth 


If an investor had put £1000 a year into 
equities in each of the years 1950 to 1969 
inclusive, and 

If he had chosen the same shares as the 
Scottish Widows’... 

Then by the end of the 20-year period the 
capital gain would have been over 
107% better than that shown by the 
Financial Times Industrial Ordinary index 
over the period. 

You can invest as little as £3 (or as much 
as£50) amonth withtheScottish Widows’ 
through our Investor Policy. The coupon 
below will bring details. Meantime, why 
not spread the good news among your 
friends ? 
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Three Presidents and their wives in conversation before the presentation ceremony. Left to right: Mr D. H. Templeton, F.C.A., President 
of The Institute of Chartered Accountants in Ireland, and Mrs Templeton; Mrs W. S. Hardacre; Mr R. G. Leach, C.B.E., F.C.A., Presi- 
dent of The Institute of Chartered Accountants in England and Wales, and Mrs Leach; and Mr W. S. Hardacre, F.C.A., F.I.M.T.A., 
President of The Institute of Municipal Treasurers and Accountants. 















Mr G. D. H. Dewar, CA President of The Institute of Chartered Mr E. A. Lediard Smith, F.A.C.C.A., President of The Association 
Accountants of Scotland, right, and Mrs Dewar, with Mr Trevor of Certified and Corporate Accountants, right, with Mr R. Van 
W. Macdonald, C.A., a member of the Panel of Judges. de Woestyne and Mrs Van de Woestyne, Mr Robert Knight, 


F.C.I.S., a member of the Panel of Judges, Mrs Lediard Smith and 
Mrs Knight. 
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Mr P. C. Barnett, a member of the Panel of Judges, /eft, and Mrs Mr L. R. Berry, A.U.A.(Com.), Taxation Representative of the 


Barnett, talking to Mr lan T. Morrow, C.A., F.C.W.A., and Office of the High Commissioner for Australia, right, being 
Mr Peter Baring, also members of the Panel. received by Mr Percy F. Hughes and Mr Arthur E. Webb. 
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Mr Roy Borneman, Q.C., Chairman of the Panel of Judges, 
right, and Mrs Borneman, in conversation with Mr A. E. Frost, 
Finance Director of ICI, and Mrs Frost. 


mation which would benefit one's competitors. In this 
context we have never been averse to making as much 
information available to shareholders as possible and I 
think we have usually been ahead of the game. Perhaps 
the ideal report should be like justice and the modern 
attitude to sex — it has not only to be done, but be seen to 
be done! 

‘On occasion it is tempting to use the report, and parti- 
cularly the chairman's statement, as a platform for criticiz- 
ing the Government in office, and there has never been any 
lack of material if one felt so inclined, but this temptation 
we have so far resisted. Whatever our personal views may 
be, we believe a company should be strictly non-political. 

‘Finally, may I thank you again, Mr Chairman, for this 
handsome Award, which will grace our boardroom and of 
which we shall be very proud in the years to come.' 


(Applause.) 


PANEL CHAIRMAN'S COMMENTS 


Mr Roy Borneman, Q.c., Chairman of the Panel of Judges, 
said: 

‘May I now add a few brief comments to what has already 
been said on the work of the Panel this year. We considered 
approximately the same number of accounts as last year. 
Generally speaking there is now a uniformly high standard 
and it is the reflection of points of principle and of detail 
which makes some accounts stand out from others; and it 
is not without interest that by and large good sets of 
accounts and reports remain good year after year, whereas 
comparatively less good sets stand still. 

‘Statutory rules and exhortations from the Council of 
the Stock Exchange have compelled companies to give 
much fuller information to shareholders than they did 
even five years ago. It is not always easy to fit in the infor- 
mation required by statute without giving the directors' 
report a lop-sided appearance, for example, the information 
with regard to the holdings of shares in the company by the 
directors, important though it is, tends to distort the shape 
of the directors’ report. But from the accounts we have 
examined, there is clear evidence that the requirements of 
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the Companies Act of 1967 have been assimilated more 
easily than might have been expected. 

*Each of the winners of the Award this year have pre- 
sented balanced and coherent sets of accounts and directors’ 
reports. I have commented in past years that the Panel 
takes into account the inherent difficulties which a company 
may have in presenting, within a reasonable compass, all 
that statute, financial advisers and shareholders look for — 
difficulties which vary from company to company — and the 
more diffuse the activities of a company, the more difficult 
coherence becomes. It is very substantially the manner in 
which Imperial Chemical Industries dealt with this aspect 
of the matter which won for them the Award for the larger 
companies. ICI is a company with an immense range of 
interests, many of them large enough to be the subject of a 
complete set of accounts and a directors' report. It was 
clearly a major task to reduce the amount of information 
available in order to present the essentials of the company's 
activities. They did this admirably, so that the group profit 
and loss account and the balance sheet look simple, and 
the reader is not subject to a welter of figures, huge enough 
in all conscience. Further, the ten-year financial record is a 
model of simplicity, supplemented as it is by a concise 
table in the directors’ report showing sources and use of 
group funds over the ten-year period. 


Salient figures 


'Bestobell, a vigorous company with a great deal to 
tell, also contrived to give all essential information in a 
concise, interesting form. Many companies now adopt the 
practice — a practice which the Panel welcomes - of setting 
out, in the early pages of their report and accounts, the 
salient figures which everybody seeks to find and which are 
sometimes buried somewhat deeply. If one had only five 
minutes to examine Bestobell’s accounts, the concise 
details set out on pages 4 and 5 give almost everything that 
would be looked for — not only turnover and profits, but 
cash flow, return on capital employed, earnings on the 
ordinary shares and cover for the dividend on the ordinary 
shares. As I have said before, the Panel looks for evidence 
of profitability rather more anxiously than for evidence of 
mere productivity. 

‘From its nature, a directors’ report and accounts depends 
basically on the accounts as presented by the company's 
auditors and accountants. Accountants have come under 
fire in the last year or two, as indeed do all professions 
from time to time, and Mr Leach and the Presidents of the 
other accountancy bodies are engaged in a difficult but 
necessary rationalization of many accounting problems, 
particularly uniformity of practice. The Panel does not, 
of course, itself purport to act as an arbitrator on the many 
questions which arise when accounts have to be presented, 
but all members of the Panel have their views and express 
them with some force when they arise. There is a great 
variation in accounting practice in dealing with many 
important points, for example, as regards exceptional and 
non-recurring items, which can frequently put the true 
position of a company out of focus. We wish Mr Leach 
and his colleagues all success in dealing with what he has 
aptly called the many “‘variables” to be found in accountancy 
practice.’ 


WELCOME TO THE GUESTS 


Mr Arthur E. Webb, Editor of The Accountant, extended 
a welcome to the many guests who were present. 
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Approved Pension Schemes 
and Discretionary Trusts 


Institute Business Session on the Finance Bill 1970 


HE single business session which followed this year's 

annual meeting of The Institute of Chartered Account- 
ants in England and Wales was devoted to "The Finance 
Bill 1970’. The chairman was Mr Eric Meade, F.c.a., and 
the three speakers, Mr D. R. Gray, F.c.A., Mr B. G. Rose, 
F.C.A., and Mr K. H. Oates, F.C.A. 

Introducing the session, Mr Meade said that at first 
sight the Finance Bill had offered very little to discuss. 
Publication of the Bill had, however, shown that there was a 
great deal to talk about, so that the afternoon's session 
should be well worth while. 

The intention was that Mr Rose should deal with clauses 


1-20 of the Bill, namely, the general provisions; Mr Oates . 


clauses 21-28 dealing with occupational pension schemes, 
and Mr Gray with the remainder. Each speaker would, 
however, be permitted ‘to roam a little’ and to comment 
for example upon any apparent omissions from the Bill. 

Mr Rose expressed himself very fortunate to have been 
allotted the first part of the Bill. The first ten paragraphs 
dealt largely with matters of Customs and Excise about 
which he proposed to say nothing at all. 

Clauses 11-13 of the Bill dealt with the standard rates of 
income tax, surtax, and corporation tax, all of these now 
being expressed in decimal percentages. The difference in 
the wording of the surtax clause (12) from that used in pre- 
vious years was due to the abolition of reduced rate relief. 

Clause 14 dealt with variations in personal reliefs and 
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The chairman, Mr Eric Meade, F.C.A., introducing the session. 


allowances. The implementation of this clause for PAYE 
purposes would be deferred to July 6th for administra- 
tive reasons. He hoped that the abolition of reduced rate 
relief would at least achieve some simplification of the tax 
tables. In view of the fact that income tax is now expressed 
at a decimal rate per cent, he found it surprising that the 
rate of earned income relief was still at the awkward 
fraction of 2/gths. 

Clause 15 of the Finance Bill introduces consequential 
changes as the result of the proposed new National Superan- 
nuation and Social Insurance Act (which is not yet enacted) 
but contains nothing new in principle. 

Clause 16 is something of a novelty in the tax system in 
that it introduces increased rates of initial allowance for 
expenditure on industrial buildings, but only for a limited 
time. This clause may be expected to give some assistance 
to the building industry. It also includes a differential rate 
of allowance in favour of development areas, where the rate 
of allowance will be 2/5ths compared with 3/roths else- 
where. It is noteworthy that these allowances also are 
expressed as fractions rather than as decimal percentages. 


Occupational pension schemes 


In regard to occupational pension schemes, Mr Oates said 
that the Finance Bill was one of four documents which were 
necessary to a proper understanding of the subject. The 
other three were a pamphlet (sometimes incorrectly referred 
to as a White Paper) issued last February by the Inland 
Revenue entitled Occupational Pension Schemes: Proposals 
for Changes in Tax Treatment; another Inland Revenue 


booklet about to be published indicating the manner in 


which the Inland Revenue proposes to exercise its discretion 
in the approval of pension schemes, and the National 
Superannuation and Social Insurance Bill. 

The Inland Revenue February pamphlet on occupational 
pension schemes provided for a new definitive code of 
approval. Schemes falling within the scope of this code would 


automatically qualify for approval, and there would be no 


partial approval. Consent would be given for lump-sum pay- 


ments within certain limits. However, it was a continuing: 


serious defect of the code that the self-employed and control- 
ling directors would continue to be excluded from approved 
schemes. The Institute was continuing its representations 
on this point to the Inland Revenue. The new code for 
approval of occupational pension schemes was apparently 
intended to be implemented at the same time as the 
national superannuation scheme, probably April 6th, 1972. 
The general pattern of legislation remained the same, 


namely, a mixture of anti-avoidance and relieving provisions. : 


The maximum permitted benefits to the employee within 
an approved occupational scheme would be: 


(1) A pension of one-half of his earnings at the level 
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covered by the State scheme and two-thirds of the 
amount of any excess of his final remuneration above 
the amount covered by the State scheme. 


(2) Widow's benefit not exceeding 50 per cent of the 
amount payable to her late husband. 


(3) Death in service benefit restricted to a maximum of 
two years' salary. 


This last point compared very poorly with the provisions 
in a number of existing occupational schemes, where death 
benefits were commonly provided at a level of three, five, 
or more years' salary. 

Refunds of contributions to an approved scheme would 
in future be taxed at one-half of the standard rate of income 
tax instead of one-quarter as at present. 


Miscellaneous provisions 


Dealing with miscellaneous provisions of the Bill, Mr 
Gray spoke first of the ‘horrors’ of Inland Revenue forms 
CG61 and 62, which he described as “drawing cheques 
for money which you might get back next month’. He then 
drew particular attention to clause 6 of the Fourth Schedule 
to the Bill, which introduces a change in the tax treatment 
of interest payable to non-resident companies where the 
company paying the interest is a go per cent member of a 
United Kingdom group. 

Referring to clause 30 of the Finance Bill, Mr Gray 
pointed out that the exemption of Government stocks from 
the provision of long-term capital gains tax had been an- 
nounced in 1969, at the top of the gilt-edged market, so that 
losses realized on these stocks meanwhile would not be avail- 
able for tax relief. The significance of dropping the word 
‘registered’ from the phrase ‘stocks and registered bonds’ 
in the Finance Act 1969 was apparently that considerable 
quantities of certain Government stocks were still held in 
bearer form. 

Clause 29 of the Bill introduces an exemption from the 
existing anti-avoidance legislation in cases where, for 
bona fide commercial reasons as part of a merger, a company 
ceases to be part of a group. This section is expected to 
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have particular application in trans-national cases such as the 
Dunlop-Pirelli merger. It could also be of application where 
a consortium of companies is being formed in the United 
Kingdom. 

Clauses 31 and 32 of the Bill deal with estate duty and 
amongst other provisions increase the rate of interest pay- 
able on estate duty outstanding. Mr Gray mentioned at 
this point the increasing awareness of interest as a factor in 
all tax payments, and he personally would not be surprised 
if future Bills included other provisions to charge interest 
as from the specified due date instead of from the date of 
assessment. 


Discretionary trusts 


The provisions of clause 32 relating to discretionary trusts 
were expressed as amendments of the major changes 
introduced by the Finance Act 1969. This is a complex 
area and of considerable importance to trustees because the 
manner and timing of payments of income and capital to 
the beneficiaries could affect the part of the trust fund 
which would become chargeable to estate duty upon the 
death of a beneficiary. The only firm advice which Mr Gray 
was able to give to his audience at this point was that they 
should not accept the trusteeship of a discretionary trust. 

Referring briefly to stamp duties, Mr Gray pointed out 
that an agreement under hand and the memorandum and 
articles of a limited company were documents on which no 
stamp duties would henceforward be payable. The 2d 
duty on cheques and receipt stamps would also be abolished 
as from Decimal Day, February 15th, 1971. 

Questions from the floor revealed particular interest 
(a) in the position of pensioners or prospective pensioners 
under existing approved schemes, and (b) the position of 
those members already acting as trustees under discretionary 
trusts. 

Finally, Mr L. A. Hall, F.c.4., proposed a vote of thanks 
to the chairman and speakers in which he made jocular 
reference to clause 3 of the Bill. This, he stated, defined ‘a 
penny machine' in terms which even he was able to under- 
stand. ‘The vote was carried with laughter and acclamation. 


Mr D. R. Gray, F.C.A., addressing mem- 
bers. Seated are Mr B. G. Rose, F.C.A. 
(left), and Mr K. H. Oates, F.C.A. 
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Accountants and Inertia Selling 


A the moment, the recipient of unsolicited goods is 
obliged to take reasonable care of them and to 
return them at the first opportunity. The Inertia Selling 
Bill, which received its third reading in the Commons 
on May 8th, would remove any such obligation from 
the recipient, and proposes also to make it an offence 
to demand payment in respect of unsclicited goods. 

‘Inertia selling’ takes a number of different forms, 
but consists in its crudest essentials of dumping on 
a prospective customer something which he would 
probably not have purchased of his own volition, and 
then persuading or pressurizing him to think — often 
quite erroneously — that he is under an obligation to 
pay for it, quite possibly at an inflated price. 


Charitable solicitation 


One form of inertia selling has been practised, par- 
ticularly around Christmas time, by certain charities 
who send out uninvited sheets of coloured mail 
stickers priced at a few pence each and ask the recipient 
to ‘sell these to your friends and remit us the proceeds’. 

Some readers would doubtless consider this a venial 
practice; but however meritorious the charity or 
however trivial the sum involved, it is in- principle 
highly objectionable. Firstly, it is presumptuous for 
the sender to assume which charities the recipient 
prefers to support, whether as an unpaid salesman or 
out of his own pocket; secondly, if the recipient 
throws the stickers away like any other unsolicited 
circular, he commits (in the present state of the law) a 
technical ‘conversion’ which could render him legally 
liable for their value. 

In practical terms, the safest way of treating such 
material is to return it promptly to Its source, stating 
in plain terms that the recipient is not prepared to 
support such a practice and that responsibility will not 
be accepted for any future Supplies. ; 


Office stationery 


A less venial group of inertia-sellers are the ‘twilight’ 
office stationery suppliers who badger their victims 
into taking a ‘trial order’ of carbon paper, stencils, 
typewriter ribbons or the like. These order forms 
should be scrutinized very carefullv before they are 
signed (it is, of course, much better not to sign them at 
all) so as to make quite certain what has been ordered. 
‘Just a box of carbon paper’, when itarrives, may prove 
to be more like what most people would describe as a 
carton or a crate — accompanied by a bill of com- 
mensurate size. 


CONTRIBUTED 


A more sophisticated version of this blatant over- 
supplying is the ‘trap’ order form in which the salesman 
inserts a bold quantity figure — say ‘6’ or ‘12’ — in a 
panel which is inconspicuously qualified by some such 
words as ‘dozen’, ‘gross’, ‘reams’ or ‘thousand sheets’ 
in minuscule print. 

Under no circumstances need the victim of a trap 
order succumb to pressure for payment on the theme 
of ‘there is your signature, and you can’t get away from 
it’: he is perfectly free to return the whole quantity 
forthwith, and incurs no further liability. A binding 
contract does not exist without consensus ad idem — that 
is, mutual agreement of the parties on all essential 
terms (Raffles v. Wichelhaus ((1864) 2 H & C 906); 
Webster v. Cecil ((1861) 30 Beav. 62)). If A intends to 
order six packets of stencils and B intends to deliver 
6,000, there 1s no contract. 


The road to ruin 


Accountants who remember their studies in mercantile 
law should logically be immune from such pressure; 
unfortunately there are few pressures so potent as the 
fear of being made to look foolish, and a frightened man 
is not always logical. Rather than risk unpleasantness 
and possible recrimination from his superiors, the 
unfortunate accountant or office manager procures 
payment of the inflated bill and does his best to hush 
it up as quickly as possible. 

This may be the first step on the slippery path to 
tragedy. As Sir Halford Reddish, F.c.A., J.DIP.M.A., 
remarked recently, “the blackmailer who fails to 
come back has yet to be born’; and a man who has 
once condoned irregularities is vulnerable to further 
pressures from the same quarter. Under the threat 
of exposure to his employers, further inflated orders 
are forced upon him, and so it continues to the in- 
evitable end. 

This may sound fanciful, but cases have in fact been 
reported in recent years where quite substantial 
undertakings were defrauded of large sums, and their 
luckless accountants suffered professional ruin. 


Directories 


Another malpractice which accountants may meet, 
either personally or through their clients, concerns 
bogus trade directories. A slip is received which 
purports to be a proof of the proposed directory entry, 
with a note that it will be assumed to be correct unless 
any amendments are advised to the publishers within ` 


770 


(say) seven days. Subsequently a bill is rendered “for 
your entry as follows . . .'. If the directory ever appears 
at all, it seldom circulates beyond one or two public 
libraries, and is quite useless as a means of trade 
information. The ‘address’ of one such publisher is 
reported to have been traced to a disused railway 
carriage. 

The Inertia Selling Bill was amended on report to 
deal precisely with this state of affairs. Publishers 
soliciting directory entries would have to disclose the 
date of publication of the directory and the minimum 
number of copies to be issued. Anyone demanding 
payment for directory entries without a signed order 
and without disclosing the prescribed information 
would be liable to a fine of £400. 
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What to do about it 


Once an itinerant salesman finds his way into the 
office, he can be a difficult person to dislodge. It is 
worth remembering that he has no prescriptive right 
to be on the premises at all, but is a licensee only for 
so long as the occupier is prepared to tolerate his 
presence. Once that consent is withdrawn, he becomes 
a trespasser who may be summarily told to go, and if 
necessary ejected. 

With support from all sides of the House, the main 
provisions of the Inertia Selling Bil have a good 
chance at some future date of reaching the Statute 
Book. Meanwhile it behoves all accountants to brush 


up their mercantile law, and to sign nothing without 
reading all the small print. 


The Case of the Double Profit and 


Loss Account Il 
by MICHAEL GREENER, B.A., F.C.A. 


T may be suggested that when an investment has proved 

a failure and the best policy has been to realize the 
component assets and write off the loss, that, firstly, it is 
unreasonable to saddle-the operating accounts of the 
particular year with this exceptional and perhaps material 
amount, and secondly, it would be unreasonable to mort- 
gage the profits of subsequent years in an attempt to 
recover the amount lost. It will be further suggested that a 
business should be allowed, after admitting its mistake, to 
go ahead with a clean slate. 'l'hese suggestions are reason- 
. able enough. What is in question, however, is how the 
blot is removed, or rather, how the slate is cleaned. 

To write off the loss against a capital or revenue reserve 
. is not a profit adj ustment, except in marginal cases that 
amount to little more than adjustments of provisions. 
It is a statement that part of the capital fund has been lost. 
If this were part of the fund originally subscribed, a 
‘reduction of capital scheme, sanctioned by the Court, 
would have been necessary. The fact that it is a reduction 
of the funds theoretically distributed and re-invested by 
shareholders on the advice of their directors makes it no 
less a loss of capital, and the attention of the shareholder 
should be drawn to this fact. 


Trade investments 
We may say then, that although a loss on the realization 
of a trading investment, whether it be plant or a subsidiary 
company, is or should be, generally and academically 
speaking, of a revenue nature, there may be circumstances 
where it is necessary, in order to put the business on a 
sound footing, to treat the loss as a loss of capital. —. 

_ An example of this can be taken from the 1969 accounts 
of Associated British Foods Ltd, where general reserves 
are debited with- £8,752,000 tliis being described in the 
accounts of the parent company as ‘investment in sub- 


sidiaries written down’, with no further explanation. This 
is obviously a substantial figure when the group profit after 
tax is in the region of {11 million. 

Another example can be found in the accounts of Sears 
Holdings Ltd. This illustrates a number of the points 
previously.made. The group is something of a conglomer- 
ate. One of its subsidiaries, a ship-building company, did 
not prove a very sound investment. Between January 1964 
and January 1967, trading losses or provisions for trading 
losses of over £8 million were made, including provisions 
for anticipated trading losses. In 1967-68 reserves were 
charged with capital loss on realization of £5 million. In 
1968-69 this was reduced by a credit of £1,769,000, being 
the amount over-provided. It might be asked how a 
distinction is made between trading losses and capital 
losses so as to enable the. latter to be written off directly 
against reserves. 

In 1968-69, even Dione capital losses were finalized, 
it was stated that the provision for trading losses, was 
considered adequate, implying that these were stil not 
completely known. It might be suggested that the whole 
loss was a trading loss. Arguments have already been 
advanced to support this thesis. On the other hand, wheréas 
Associated British Foods write down an unknown invest- 
ment in a subsidiary without giving any details, Sears 
Holdings do go to a great deal of trouble to distinguish the 
loss-making investment and show how losses incurred are 
accounted for annually. 

Another good example may be found in the accounts of 
the Cunard Steamship Co, where ships are written down 
by a debit to ‘revenue reserves and profit retained’ of £15 
million. Net profits for the year 1968 were £2:1 million, 
There was a loss in the previous year. Though the writing 
off of £6 million may be justified, 1t is difficult on normal 
accounting principles to justify the writing off in this or 
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any way, of {9 million out of the total cost of £29 million : 


of the QE2, when not only had the asset not been put into 
use, but the ship had not even been delivered and was not 
due for delivery till the spring of 1969. 

If these so-called capital losses are not to be dealt with 
by adjustments to reserves, how are they to de dealt with? 
Despite the fact that there does not seem to be any very 
satisfactory method of distinguishing a capital loss from a 
revenue loss, it is not sufficient to say that in the long run 
all losses or profits are revenue (for that matter, in the 
long run they are all capital) for we are dealing with short- 
run situations and in this context some distinction must 
be made if only for convenience between the capital fund 
and the income earned by that fund. 


The capital fund account 


Earlier in this essay it was pointed out that there are two 
sources of finance available to a company — funds raised 
by direct subscription and profits retained. In so far as the 
profit and loss account shows merely the operating profit 
adjusted for distribution and amounts brought forward, 
the present form of published accounts is probably ade- 
quate. The balance sheet would then show the capital 
fund of the company with perhaps occasional additions on 
new issues, and the profit and loss account would show 
profits retained. 

These two with reserves constitute the total capital fund 
at any particular date. Movements in this fund should be 
apparent in the accounts as they are important to share- 
holders. So long as the change from year to year is repre- 
sented solely by (a) new issues, and (b) the balance on the 
operating account before adding profits brought forward, 
the present form of published accounts is probably 
satisfactory. 

If, however, companies are going to multiply their profit 
and loss accounts by the number of reserves they hold, then 
it is suggested that between the profit and loss account 
and balance sheet should be an obligatory additional 
account, the capital fund account (illustrated overleaf). 
The opening balance on this account would be capital 
plus reserves at the beginning of the period. There will 
be two columns, headed respectively [zc] ‘fixed capital’ 
and ‘retained profits available for distribucion’. The opening 
balance will be split between the two columns, column 1 
would contain issued share capital plus premiums, capital 
redemption reserves, and possibly surpluses on revaluation. 
The second column would contain what are at present 
often referred to as reserves and retained profits, and would 
include any reserves that are legally distributable whether 
or not the directors think this desirable. 

The account would then show as credits capital raised 
during the year, additions to reserves (giving reasons) and 
retained profits from the appropriation account. The debits 
would include all those items now cebited directly to 
reserve account, e.g., those considered to be capital losses. 
They would also include dividends paid and recommended. 
The credit balance carried down would again be in two 
parts, fixed capital and retained profits, and these figures 
could appear in the balance sheet though the first would 
need to be split between issued share capital and other 
funds to comply with the statutory regulations. The 
directors might be required, in a footnote to the capital 
funds account, to give réasons why the profits in column 2 
are in fact retained, i.e., break the total down into separate 
reserves. 

The value of this account would be that it would show 
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-all the increases or decreases in the equity of the company 


(loan capital has been excluded but could be dealt with in 
a separate account if desirable) in one place. The share- 
holder will therefore be made immediately aware of any 
changes in the capital fund, and persons studying the 
accounts will see what losses have in fact been written off 
out of capital. 

It would be made clear that if a loss or a profit is not 
dealt with in the operating statement, then the share- 
holders' capital position must be changed. 

The idea of this separate account is put forward very 
seriously as an aid to the appreciation of published accounts 
and will be referred to in the following sections of this 
essay. 


3. Exceptional items of income and expenditure 


One of the difficulties when discussing exceptional items 
in their relation to published accounts is that the term 
seems to be very difficult to define and is used to illustrate 
a very great variety of items of expenditure. There seem 
to be five principal categories: 


(a) costs incurred within the financial year directly 
related to trading but of an unusual or non-recurrent 
nature; 

(b) costs incurred within the financial year but not 
obviously directly related to trading, but not con- 
sidered to be of a capital nature; 

(c) costs incurred of a revenue nature but relating to 
previous financial periods; 

(d) taxation adjustments relating to previous years; 

(e) items of expenditure that, because they happen to be 
rather unusual, can legally be shown below the line 
and thereby improve the profit picture for the year. 


Examples of category (a) would be profits arising on 
changes in indirect taxation. Examples of (b) have been 
already discussed, e.g., rationalization and reorganization 
costs and also costs of raising new capital or profits or losses 
incurred in redeeming debentures. An example of (c) 
would be a once-for-all provision for accrued liability on a 
new pension fund. Examples of (d) will appear later. 
Examples of (e) tend to be particular rather than general. 
One that. has already been discussed is the provision for 
contingent losses (£1 million) shown as a reduction from 
retained earnings in the Cunard accounts. 

Exceptional items are not always described as such. 
The traditional method is to list them under that heading 
in the published profit and loss account, after showing net 
profit after tax, Le, in the appropriation section. Con- 
temporary accounts differ in so far as the various items 
may be shown either in the account just mentioned or as 
deductions from reserves among the notes to the accounts. 
In both instances the heading ‘exceptional items’ may or 
may not occur, e.g., Carreras’s accounts for 1969 show three 


. additions to reserves with the heading ‘exceptional items’ 


but Anglia Television (1968) show items in the appropria- 
tion account without a heading. 


What is exceptional 


The questions that need to be asked are firstly, is there 
such a thing as an exceptional item of expenditure; secondly 
how should these items be treated, if they do in fact exist; 
and thirdly, are present methods of accounting for items 


` so described fair and reasonable? 


The answer to the first question is a qualified ‘Yes’. There 
are costs that must be eliminated. These cannot always be 
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written off to current profit without distorting the picture. 

Àn example of a genuine exceptional item might be the 
substantial sum set aside by the Courage Group, i.e., 
41,443,000 after tax, as a provision for pensions relating to 
previous years. Many companies when they decide to put 
in a pension scheme for the benefit of employees may wish 
to put aside a large sum to enable them to pay pensions 
that have not in fact been properly funded. They are in 
fact making an ex gratia payment so that persons who have 
not contributed fully will not suffer thereby. This is, let us 
face it, a payment made by shareholders out of profits that 
might have been distributed. It is a capital payment and 
should be treated as such. If the capital fund account were 
adopted, it would appear as a debit in this account. The 
Courage Group, in fact, showed it as a deduction from 
revenue reserves. 

In answering the first question we have effectively 
answered the second. Truly exceptional items of expendi- 
ture that do not result in the acquisition of an asset must 
be dealt with in some form of capital account. This should 
be qualified by stating that adjustments to profits for 
previous years do not merit the title ‘exceptional items’. 

Coming now to the third question — what happens in 
practice — the best thing to do is to take a quick look round 


the contemporary scene, and see in fact what various items - 


of expenditure are being treated as exceptional. A list 
might be helpful: 


(1) Commissioning costs — Cunard. 

(2) Redundancy and other costs on reorganization — 
Cunard. 

(3) Deferred taxation adjustments — Sears 
Courage, Rolls-Royce, Vantona, Mecca. 

(4) Development expenses — Cunard, Watney Mann, 
United Newspapers, Schweppes, BICC. 

(5) Rationalization and reorganization costs — British 
Printing Corporation, BICC, GEC/English Electric. 

(6) Premium on issue of loan stocks — Associated British 
Foods, Pontings, GEC/English Electric. 

(7) Adjustments to provisions - Courage, Schweppes, 
Anglia Television, Laporte Industries, Mecca. 

(8) Expenses of Stock Exchange introduction — Anglia 
"Television. 

(9) Discount on debentures purchased or surplus on 
redemption — Watney Mann, United Newspapers, 
Chesterfield Properties, Newton Chambers, Fortes. 

(xo) Share issue expenses — EMI. 

(rr) Discount on loan stock issued — EMI. 

(12) Taxation adjustment relating to previous years — 
Thomson, Lucas, GKN, Bear Brand, BICC, Fortes, 
Mount Charlotte. 

(13) Capital profits or losses on assets sold - GKN, Fortes, 
British Oxygen. ' 

(14) Adjustments re changes in depreciation rates - GKN, 
Rolls-Royce. 

(15) Discount on issue of debentures - BICC. 

(16) Cost of abortive capital project written off — Allied 
Breweries. 

(17) Devaluation adjustments — Laporte 
Thomson Organization, Rolls-Royce. 

(18) Compensation to directors of subsidiaries — Fortes. 

(19) Sectional costs of commissioning new plant — British 
Oxygen. 

(20) Expenses of rebutting take-over bid — Butlins. 

(21) Provision for terminal losses and liquidation expenses 
7e overseas subsidiaries - De La Rue. 

(22) aii. on changes in excise duty — Carreras, Watney 

ann. 


Holdings, 


Industries, 
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(23) Expenses re issue of loan stock- Great Universal 
Stores, EMI. 


This list is taken from a fairly random selection of 
accounts and does not pretend to be exhaustive of items in 
those accounts. Some items are described as exceptional 
expenses or costs, others are not, some are debited or 
credited in the appropriation account, some are shown as 
adjustments to reserves. 

It is not argued that these items have been improperly 
treated in the accounts of the various companies. The 
intention is merely to show the various types of costs and 
of profit that can arise and that are not shown in the 
operating statement but rather are dealt with in a manner 
that seems to differ considerably from one company to 
another. 


Guiding pinciples 

In deciding how these items might be treated and in 
arriving at some possible principles, it might be useful to 
consider them either separately or in groups. The following 
can be eliminated pro tem.: (1), (2), (4), (5), (14), (16), (19) 
and (21) because they have been dealt with, and (3), (7), 
(12) and (13) because these will be dealt with later. 

This leaves us (6), (8), (9), (ro), (11), (x5), (1), (18), 
(20), (22) and (23). Of these (6), (9), (11), (15) and (23) 
refer to the issue or purchase of loan stock and may be 
grouped together; the remainder will be dealt with separ- 
ately. 

The issue of loan stock is a means of borrowing money 
for a period that may be short or long. Generally, and 
forgetting the so-called perpetual debenture, it is an alter- 
native to bank borrowing for the purpose of financing trade 
over a certain period. Whether or not to issue loan stock or 
whether to redeem it is in fact a matter of financial policy, 
just as much as is the decision whether to borrow from a 
bank or finance house, or whether to alter credit facilities 
offered to customers. It is determined by factors such as 
demand for goods, supply of bank money and interest rates 
generally, both those prevailing and those anticipated. 
Discounts offered on issue, and premiums on redemption, 
are no more than adjustments to interest payments, as are 
any inducements to persons to take up or sell the stock. 
There is no reason, therefore, why they should be treated 
differently from annual interest and why they should not 
appear in the operating account for the year to which they 
relate. To treat them otherwise is to blur the cost of raising 
money to finance trade. 

There are two arguments to be considered: (a) if loan 
stock is to be treated in this way, should not also the issue 
of shares? The answer here is ‘No’, for the raising of share 
capital, or the conversion of reserves into share capital, 
or for that matter, the issue of share capital in a take-over, 
is a once-for-all increase in share capital, i.e., in the equity 
of the company. When share capital is raised, it is with the 
purpose of permanently increasing the capital of the 
business, whereas loan capital, though sometimes seen as 
an alternative, is effectively a means of temporary borrow- 
ing. The difference between share and loan, dividend and 
interest, is one of kind and not of degree. As dividends, 
unlike interest, are not found in the operating account, 
neither, therefore, should premiums paid on the issue of 
shares. (b) Because loan stock is issued for a number of 
years and not for one year only, it may seem unreasonable 
to saddle the year of issue with the premium or the discount, 
or for that matter, the year of redemption. This problem 
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could be dealt with through an equalization account or in 
some other way by spreading costs or gains over the 
relevant period. If the discount on issue 1s substantial, and 
the company wishes to dispose of it quickly, then it must 
be treated as a reduction of capital, as represented by un- 
distributed profits, and would appear as a debit in the 
suggested capital fund account. 

Coming now to the remaining items in the list, item (10) 
refers to share issues — this has been dealt with above. It is 
sufficient to say that share premiums and discounts cannot 
legally, and should not in practice, appear in an operating 
account. They must be dealt with in the suggested capital 
fund account, or if this does not exist, by direct adjust- 
ments to share premium reserve. It should be noted that 
legally the share premium reserve may be used for writing 
off, inter alia, discount and expenses of share issue. 

Another item, (8), to do with shares concerns the 
expenses of a Stock Exchange introduction. It may be 
argued that in so far as the introduction has as its aim the 
good of the business and increase of trade, it is an operating 
expense. On the other hand, and in so far as it is similar to 
preliminary expenses, and is concerned with the transfer- 
ability of shares, it could be regarded as a capital item and 
best left out of operating account. This is obviously one of 
the marginal items, and could be the subject of a great deal 
of debate, but it is hardly worth it. 


General observations 


Before going through the remainder of the items on the 
list, one or two general observations may be in order. 
In the first place, exceptional or non-recurring items of 
expenditure have an odd habit of popping up year after 
year in one form or another; it may therefore not be 
unreasonable to treat them as normal. Secondly, it might 
be thought sensible to distinguish between expenditure or 
income engendered by business decisions whether directly 
or indirectly, and therefore perhaps controllable, and 
expenditure or income that is imposed or lavished from 
outside and is quite without the control of the business, or 
quite unconnected with any decision made by management. 
This latter type of expenditure would be treated as excep- 
tional and not shown in the operating statement. A possible 
example would be bounties arising from changes in direct 
taxation. The distinction, however, is quite unacceptable, 
for it would exclude from the operating account all state 
assistance, e.g., SET refunds, investment grants, etc., that 
could not have been anticipated, due to the fact that it 
arose from legislation subsequent to the date on which the 
project was commenced. 

Thirdly, items at present treated as exceptional expendi- 
ture wil obviously have been shown somewhere, and 
should be dealt with by one of the following five methods: 

(i) deducted in the operating statement as a charge 
against profits being shown separately where material ; 
`” (ii) carried to some form of equalization account, where 

. ^ their incidence differs significantly from year to year 
and they are not directly attributable to any one year; 

(iii) in the special instances referred to above, debited to 

share premium account and disclosed; 

. (iv) treated as reductions. in capital, usually being the 
capital that consists of retained profits and shown in 
the suggested capital fund account; 

(v) carried forward to be written off against profits of 
- subsequent years... ` As I 
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Operating expenses 


Going back now to the list, we are left with Nos (17), (18), 
(20) and (22). No. (18) is obviously an operating expense. 
If it is in the interest of the business to pay compensation 


. to the directors, or if the compensation arises out of 


contract, then it is a trading expense. If it is not in the 
interest of the business, and does not arise out of contract, 
then it becomes an ex gratia payment made by share- 
holders and they should be made quite aware of this fact. 
If they agree to this payment, it would be debited to un- 
distributed profits in the capital fund account. 

Item (20) is somewhat unusual. Presumably it is seen as 
being an expense incurred for the benefit of the share- 
holders. It might also be argued that in the directors’ 
opinion it was for the good of business. This makes it an 
operating expense. If it is adjudged to be for the benefit 
of members but not of creditors or public, then it might be 
debited to the capital fund account. 

Adjustments arising from devaluation, (17), in fact 
appear In the accounts of many companies around this 
period due to the UK devaluation in 1967. The effects of 
devaluation are twofold, namely, a capital effect arising 
from necessity to revalue assets abroad, and a revenue effect 
arising from the impact on either sales or costs. ‘The capital 
effect would be taken care of 1n the capital fund account, 
and is in fact similar to changes brought about by inflation 
in this country. There seems no reason for excluding the 
revenue effect from the operating statement for, after all, 
this statement must continually suffer from the buffeting 
of a variety of controls on international trade imposed 
either from without or within. Some reference would be 
made in the directors’ report to the fact that profits have 
suffered or gained from devaluation, but to give precise 
figures would surely be both unnecessary and impossible. 

Finally, (20) refers to exceptional profits arising from 
changes in indirect taxation — in this instance, excise duty. 
Here again one must be realistic. Excise duties are the 
favourite toy of. Chancellors, whatever their colour. T'hree 
points should tidy up this subject: 


(a) These bounties have ceased to be exceptional and 
there seems no reason to treat them as such even 
though they may be material and should be shown 
separately. The same would be true of losses if they 
ever happen, a possibility in the purchase tax field. 


(b) If it is wished to iron out profit variations stemming 
from this cause, an equalization account might help. 


(c) What is the point of accounting for the direct bounty 
on the increase in tax without accounting for the 
possibly equally serious and sudden loss from the fall 
in sales? | | 


So much for exceptional items. An attempt has been 
made to show that the situation at present is far from satis- 
factory, that many items so named are either expenditure 
on intangible assets for the benefit of future years, or 
capital losses being written off, or expenses that properly 
belong in the operating statement. Various methods of 
dealing with the few. that remain have been suggested. 

Asa footnote, one thing that should be avoided, perhaps, 
is the use of phrases like ‘prior year adjustments’ without 
giving details. In the accounts of the Thomson Organization 
(1968) these-were: ‘taxation £16,000, other £433,000’. They 
were deducted from profits brought forward. The net group 
profits after tax in 1968 showed an increase of only £266,000. 


(To be concluded.) 
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Professional Indemnity Insurance 


|" this last article of the series on this subject, we 
are going to look at the extensions to the standard 
professional indemnity policy. Without major and 
careful extension of the basic cover, there are many 
loopholes in the policy, and it is to deal with these 
that the various extensions are devised. 


Libel and slander 


Since the policy is a negligence policy and claims for 
libel or slander are not dependent upon negligence, 
such claims would not be covered by the basic policy. 
In order to make this position perfectly clear, most 
policies in any event contain a specific exclusion of 
libel or slander claims. | 

The increasing claims consciousness on the part 
of the general public has already been mentioned, and 
experience shows that this too is extending into the 
field of libel and slander. 'T'his optional extension to 
the policy, therefore, is well worth having. Apart 
from the normal ‘run of the mill’ correspondence, 
which could be misinterpreted by a third party and 
bring a possible libel claim, there is always the break- 
down in the office system which can bring such a 
clzim as well. Insurers have had to deal with claims 
where letters of a very personal nature have been 
inadvertently placed in the wrong envelope, causing 
great embarrassment to some third party. It is little 
mistakes of this sort which can prove to be costly. 

For example in Weld-Blundell v. Stephens ([1920] 
A.C. 956), the plaintiff wrote a letter to a chartered 
accountant. The letter related to the affairs of a 
company and in it there were statements which were 
defamatory of officials of that company. The accountant 
left the letter at the office of the company, where 
it was found by the two officials concerned. They 
sued the plaintiff for libel and were awarded damages. 
The plaintiff thereupon sued the accountant to recover 
from him the damages, costs and expenses involved on 
the basis that but for the accountant’s actions the 
claim would never have arisen in the first place. 

Fortunately for the accountant, it was held that the 
damage was too remote in law and he was not liable, 
but he did in fact incur legal costs and expenses in 
defending the claim. The legal costs and expenses in 
defending such a claim would be covered by the libel 
and slander extension to the policy. 


The author of this article is a member of Messrs Nelson Hurst & 
Co, Lloyd’s brokers. 


IH - Extensions to the Policy 


by B. P. MARSH 


Because the policy is basically a negligence policy, it 
is not intended to cover the situation where employees 
have been dishonest. To strengthen the position, most 
policies contain a specific exclusion of claims brought 
about or contributed to by the dishonest, fraudulent, 
criminal or malicious acts or omissions of employees. 

At common law, however, the employer is liable 
for the conduct of his employees when that conduct 
arises out of and in the course of employment. This 
will be the case whether the conduct is negligent 
conduct or dishonest conduct. The employer therefore 
has a liability which can be protected by insurance. 

There is much confusion as to the cover actually 
given by a professional negligence policy with a 
‘dishonesty of employees’ extension clause, and care 
has to be taken to establish with the insurer exactly 
what cover has been given. 

It is usual to think of dishonesty claims as involving 
money, cheques, securities and the like. There are, 
however, situations where the dishonesty does not 
consist of misappropriation of money but will involve 
the employer in legal liability for damages. A typical 
example would be that of an audit clerk who makes a 
mistake on audit, and who subsequently covers up the 
mistake in order to protect himself and dishonestly 
conceals it year in, year out, at each subsequent audit. 
Or the clerk may deliberately overlook acts of dis- 
honesty committed by members of the client company’s 
staff on the basis that he (the audit clerk) receives some 
financial advantage. Claims may also arise if a clerk 
has destroyed records, files or other documents in the 
office to cover up mistakes or to keep information 
away from his employer. | 

It is this sort of claim which the 'dishonesty! 
extension to a professional negligence policy should 
cover; in other words, claims for damages against 
the employer because of the employee's dishonesty 
but not involving the loss of moneys, cheques or 
securities. | 


Fidelity guarantee policy 


Loss of moneys, cheques, securities or other valuables 
by employees are more properly insurable under a 
separate fidelity guarantee policy. Such a policy speci- 
fically sets out to indemnify the employer against any 
direct pecuniary loss sustained by him due to any act 
of fraud or dishonesty. committed by any of his 


employees. It is a completely different cover from that 
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offered by a professional negligence policy and requires 
a completely different standard of underwriting tech- 
niques. Also such a policy will indemnify an employer 
in respect of loss or misappropriation of his own money 
or securities. A professional negligence policy would 
never cover this situation since it is a legal liability 
policy indemnifying the employer in respect of 
claims made against him by third parties. Obviously 
the insured could not claim against himself so as to 
recover for loss of his own moneys. 

Often the theft of moneys or securities by an employee 
may at the same time involve the employer in a liability 
to third parties, and it is sometimes difficult to say 
whether a claim falls within the fidelity guarantee 
policy or the professional negligence policy. It is 
advisable to have both policies written by the same 
insurer to avoid this overlap or any disputes in the 
event of a claim, even if this means paying a 
slightly higher premium for the fidelity guarantee cover. 


Loss or damage to professional documents 


It is possible to add this cover to the policy for a 
reasonable premium. Legal liability arising out of the 
loss or damage to documents may also be catered for 
by this extension.! 


incoming partners 


This extension is necessary for partners who have 
practised in one partnership but have left to join 
another partnership. This arises from the fact that 
as soon as the partner leaves the old partnership, he 
ceases to be a partner of that firm and that firm’s 
professional negligence policy will no longer operate to 
indemnify him. He nevertheless still rernains liable for 
acts committed whilst he was a partner in his old firm. 
He therefore runs the risk of being sued direct by 
previous clients or alternatively faces claims from his 
previous partners, who may have had to pay negligence 
claims in which he may or may not have been involved 
but for which he may be liable to contribute as a 
former partner. The object of such an extension, 
therefore, is to indemnify the new partner in respect 
of claims made against him during the currency of his 
new firm’s policy for acts committed whilst he was a 
partner in the old firm. 

A point which is sometimes misunderstood is that 
the partner only requires this cover if he was previously 
in practice elsewhere, either as a partner or in his 
own name, before joining his new firm. An employee 
who is promoted to partnership status within the same 
firm does not require this extension. 

As soon as a new partner joins the firm, he would 
under the normal wording of these policies be auto- 
matically indemnified in respect of claims made against 


1 See also Members’ Handbook of The Institute of Chartered Ac- 
countants in England and Wales, section P 5, paragraphs 15 to 22: 
The Accountant, February 16th, p. 176 and April 26th, p. 444, 1952. 
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him due to acts committed in the course of the business 
of his new firm. 


Outgoing partners 


This follows on from the previous extension. Many 
policies list the names of the partners covered by the 
policy. As soon as the partner leaves a firm, he ceases 
to be a partner and thus ceases to be indemnified 
under the terms of the policy. It is possible to extend 
the policy of the firm he is leaving to indemnify him 
as an outgoing partner. In other words, his old firm's 
policy will continue to protect him, even though he 
is no longer a partner, for acts or omissions committed 
whilst he was a partner. 

A question which is frequently asked is how long 
should these extensions of cover be kept in force. 
There is no clear-cut answer. The minimum period 
recommended is usually six years. This arises from the 
fact that the claim against the partner will normally 
be from a client in contract, and under the Limitation 
Acts such a claim is not statute-barred until six years 
have elapsed. 

It must be appreciated, however, that Hedley Byrne 
claims are not claims in contract but claims in tort. 
While the six-year rule still applies, the period starts 
to run from the date the client sustained damage from 
acting on the negligent advice. This may not be until 
sometime after the advice was given. For example, a 
bank may advance money a week after the accountant 
has supplied them with financial information but may 
not sustain the loss for some time afterwards. It is not 
entirely clear when the six-year period starts to run. 
It is advisable, therefore, to obtain complete protection 
not to let these covers lapse after six years have gone. 
After the six-year period, most insurers would recog- 
nize that there was very little likelihood of a new claim 
arising, and the premiums to continue with the 
extensions are only nominal. | 


Subrogation 


Many accountants' negligence claims arise not because 
of negligence on the part of the employer but because 
of negligence on the part of his employees. Of course, 
the employer is vicariously responsible for such 
negligence and insurers would indemnify him in 
respect of such liability under the terms of that policy. 
Strictly speaking, however, insurers would then be 
subrogated to the employer’s rights of recovery 
against the negligent employee, since the employee 
does not escape responsibility merely because his 
employer is vicariously liable. 

In fact, it is not the practice of insurers to exercise 
subrogation rights against employees in cases of 
negligence, and many insurers are prepared to endorse 
their policies to this effect. It is necessary to remember, 
however, that the employer may still be liable for the 
acts of his employees when those acts are dishonest or 
fraudulent. In this case, insurers are not prepared to 
waive their subrogation rights against employees and 
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this is made perfectly clear by the endorsement wording 
generally used: 
"Ihe company agrees not to exercise its rights of 
subrogation against any employée of tke insured unless 
a claim has been brought about or contzibuted to by the 
dishonest, fraudulent, criminal or malicious act or 
omission of the employee.’ 


Agents 


If the insured delegates or sub-contrects part of his 
professional work to an agent, this does not release the 
accountant from his duty of care to the client unless 
he has obtained his client's express pe-mission to use 
agents or to sub-contract work. Thus the accountant 
would be liable for the acts of his agent. 

A professional negligence policy normally indemni- 
fies the employer in respect of negligent acts of the 
partners or employees. 'l'o obtain protection if agents 
are used, the policy should be endorsed to indemnify 
the employer in respect of his liability arising out of 
the use or employment of agents, zlthough some 
underwriters claim that specific endorsement of the 
policy to this effect is unnecessary. 

It must be appreciated that under such a system 
there is no direct indemnity to the agent himself. If 
the employer is faced with a claim because of an agent’s 
negligence, the insurers, having dealt with the claim 
against the employer, are subrogated to -he employer's 
rights against the agent. The agent should therefore 
have in force his own professional neg:igence policy, 
and where an agent is much used in this way, it would 
be wise for the accountant concerned to advise his 
broker, who may wish to check with the agent that an 
adequate policy is in force. 


Appointments 


Accountants frequently hold appointments such as 
receivers or liquidators or company directors. Arrange- 
ments can be made for the policy cover to apply to 
such activities, and this is something that can be 
organized when details are available. In such cases, 
wherever there is any doubt in the mind of the ac- 
countant involved, it is wise to discuss the position 
with his broker. The wording of this extension has 
to be carefully watched. 

Having looked at these various extensions in turn, 
there is perhaps one general principle that emerges 
as being of paramount importance. That is, the 
necessity for the accountant to apprise (and keep 
apprised) his broker of any query he has about his 
cover, or of any facet of his business which might 
perhaps be regarded as needing special attention. 
All too often a client (and this comment is by no means 
restricted to accountants) will omit to advise his 
broker of special points or activities, and will somehow 
expect his broker to know what he gets up to during 
the course of the working day, and to arrange the 
insurance accordingly. Like the accountant himself, 
the broker is so often expected to be a mind-reader 
as well as a guide. 
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Taxation 


. Case 


A full report of the case summarized in this column 
will be published, with Notes on the Judgment, in 
the "Annotated Tax Cases' 


Spens v. CIR 
Hunt v. CIR 


In the High Court of Justice (Chancery Division) -+ 
March 2oth, 1970 


(Before Mr Justice MEGARRY) 


Surtax — Settlement — Protective trusts — Afterwards to son — 
Advancement — Investments transferred to new settlement — 
After birth of son — New settlement void for perpetuity — 
Variation order for earlier settlement — Whether perpetuity 
rule thus displaced — Trustee Act 1925, sections 32, 33 — 
Finance Act 1941, section 25 — Variation of Trusts Act 1956, 
section I. 


Under a settlement made in 1932, Mrs Spens held a 
life interest on protective trusts, and after her death the 
capital and income was to go (in the events that had so far 
happened) to her son, who was born in 1940. In 1952 a 
new settlement was created by Mrs Spens's father for the 
benefit of the son and his issue. The next day the trustees 
of the 1932 settlement exercised the power of advancement 
in section 32 of the Trustee Act 1925, with the consent of 
Mrs Spens, so as to transfer £20,000 of investments to the 
1952 settlement, and so that the income therefrom was to 
be paid or applied to the son. By Pilkington v. Commis- 
sioners of Inland Revenue the 1952 settlement was void. 
Mrs Spens was assessed to surtax for 1955-56 to 1959-60 
in respect of the income of the investments in question. 

In 1960 an order was made, under section x of the 
Variation of Trusts Act 1958, in respect of the 1932 
settlement, whereby the capital was divided into three parts, 
two of which went to Mrs Spens, but the remaining and 
larger part on the trusts that would have arisen after her 
death. 

It was contended for Mrs Spens (1) that the income of 
the 1952 settlement had not been paid or applied to her, 
and was, therefore, not her income for surtax purposes, 
(2) that the variation order of 1960 created an estoppel and 
barred any contention that the income of the advanced 
fund was Mrs Spens's income for those purposes. 


Held: (x) as the income in question had been received 
on trust for Mrs Spens as life-tenant under the 1932 
settlement, it was her income when so received; (2) the 
1960 order did not create any estoppel relative to the income 
in question. 
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Finance and 
Commerce 






Pearson Longman 


HAREHOLDERS in S. Pearson & Son Ltd may well 
be hoping that their company manages to stay the same 

for another year. In public shareholder teams, 5. Pearson 
Publishers first came on the scene at the end of 1967 when, 
as Financial and Provincial Publishing Co Ltd, it was the 
holding company vehicle for the merger of the then 
Westminster Press Provincial Newspapers and Financial 
Times groups. By July 1968 the company’s title had been 
changed to S. Pearson Publishers Ltd following the 
acquisition of the Longman Group of educational, tech- 
nical and general publishers. | | 

S. Pearson Publishers acknowledged in the title the 
effective control of the group by S. Pearson & Son which 
was then an unquoted company controlling what was 
generally known as “The Cowdray Group’. This company 
itself went public in the form of S. Pearson & Son Ltd last 
year and it holds 51-83 per cent of ‘Publishers’ equity. 
There has inevitably been a shade of confusion between the 
two similar names. -- | ` 

Since S. Pearson & Son Ltd has been known by that 
name for more than 100 years, the ‘Publishers’ company 
is to change its name to Pearson Longman Ltd. Two changes 
of name by mid-1970 after share quotation at the beginning 
of 1968 is pretty good going. But Pearson Longman should 
last as a name even if the internal form of the company is 
liable to further change as the years go by. 


Turnover and profit 


The accounts from which this week's reprint is taken do not 
contain the anomalies that the 1968 accounts contained. The 
1968 accounts brought together the accounts of companies 
which had traded for periods of 9, 12, 16 and 19 months. 

The 1969 accounts are for a straight 12 months’ opera- 
tions, and shareholders, therefore, can get a more or less 
straight look at the turnover and profit position. The direc- 
tors' report puts the position this way: 


Turnover Profit 
£ 
Financial Times 7,021,000 884,890 
Regional Newspapers 15,243,000 1,593,040 
Periodicals  .. -" 671,000 196,782 
Book publishing 8,825,000 1,497,396 
Printing 2,514,000 123,583 
£34274,000  £4,295,691 
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Profit in this case is trading profit after depreciauon, hire 
of machinery and audit fees, but before crediting invest- 
ment income, interest and rents receivable and before 
deducting interest charges. Losses on new evening news- 
papers, amounting to some £380,000 before tax, have been 
deducted from the profits of regional newspapers. 

The divisional set-up is different from the profit split. 
The group is organized into three main divisions. 


Development losses 


The divisions are the Financial Times, Westminster Press 
and Longman. Reviewing the divisions in that order in 
his statement with the accounts, Mr R. P. T. Gibson, the 
chairman, shows how intricate the divisions are in them- 
selves. In the Financial Times division there is obviously 
‘the FT’ but there is also Apollo magazine, The Banker, 
History Today, the 'T. & A. Constable printing company, a 
so per cent interest in The Economist and in the Financial 
Mail of South Africa. There is the Investors Chronicle and 
Stock Exchange Gazette, a 40 per cent interest in Industrial 
and Trade Fairs Holdings and also an interest in a new 
process called Technical Information on Microfilm which 
accounts for a debit of £264,993 in the accounts. 

S. Pearson Publishers currently holds 75 per cent of the 
equity of this company and has lent it £360,000. ‘The provi- 
sion of £264,993 after allowing for tax relief covers the 
losses incurred up to the end of 1969. Further losses are 
expected this year of the order of £80,000 after allowing 
for tax relief. 

In the Westminster Press division are the provincial 
newspapers interests — largely in evening and weekly 
papers, the one daily morning paper being the Northern 
Echo which celebrated its centenary early this year. Setting 
up new evening newspapers is an expensive business and 
the accounts show just how costly they are in their early 
stages. It has already been noted that Regional Newspapers’ 
profits in the profit breakdown carried £380,000 of losses 
on new newspapers. 


New papers ` 


The first of the new evening papers, the Evening Mail was 
started in May 1969 jointly with Thomson Newspapers Ltd. 
Printed on Westminster Press’s plant at Uxbridge, the 
paper covered the Slough, Windsor and Maidenhead areas 
originally and has since been expanded into Staines, Egham 
and Hounslow. | 

The second new paper, the Evening Echo, was launched 
from new offices and works at Basildon, Essex, at the end 
of September and covers Southend and South-east Essex. 
The group's share of the initial losses at Slough — close on 


£180,000 pre-tax ~ has been written off against Westminster 


Press profits. 

Assessing the financial effect of starting a new evening 
paper at Basildon has been more difficult because the 
Basildon business is also concerned with publishing weekly 
newspapers, Its head office and works were moved from 
Southend to Basildon during the year and new production 
methods were used. All this meant that the contribution of 
this business to group profits for 1969 was about £200,000 
below the previous year’s level. 

Mr Gibson tells shareholders: “Development costs for both 
these new papers will continue to rise in 1970. In Slough 
we hope to break even in 1971 and achieve profits in 1972. 
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In Basildon it will take a little longer to return to the 
former level of profits.’ Equipping plants with modern 
photo-composition systems and web-offset printing lead 
to increased production costs and the coasiderable cost of 
retraining staffs. Benefits at first are marginal but through 
the plants the group is geared to handle a larger volume 
of work within the group and for outside customers, 

Summing up the Westminster Press position, Mr 
Gibson comments that it has been forced by competitive 
pressure to.start new evening newspapers and to re-equip 
with the most modern plant in four of its most prosperous 
centres. It would have been preferable, had it been possible, 
to have phased the development more gradually. Not 
being able to do so has checked profits Sut the increased 
capacity provided and the quality of the new equipment 
should bring real benefits in the years ahead. 


Longman group 


In the Longman group there is concentrated the technical 
and specialized publishing interests, pzrticularly in the 
educational and medical spheres. The Longman Group 
has considerable and growing overseas interests and it is 
interesting to note the extent of overseas turnover and 
profit in the group as a whole. The geographical analysis 
is as follows: 


Turnover Profit 
£ £ 

UK 26,614,000 3,001,590 
Europe 1,297,000 202,833 
Africa .. 2,195,000 374,472 
Australasia 950,000 166,275 | 
Asia... go 1,848,000 326,013 
North America 886,000 138,002 
South America 484,000 86,506 

ij £34,274,000 $4,295,691 


Exports during the year totalled £4,120,000. 


Provided the company makes no majo: excursions into 
the takeover market this year, it should be possible a year 
hence to have two relatively comparable years’ figures for 
shareholders to study. 

The present report certainly has the considerable merit of 
readability. As befits a group earning its money in printing 
and publishing, there is considerable clarity in presentation. 
In the original, headings and comparative figures are in a 
restful grey and if that gives the impression of illegibility 
then the impression given is wrong as it is not the case. 

In the report there is also a nice balance between detail 
provided in the notes and other detail provided in the 
directors’ report. For space reasons, the detail on subsidiary 
companies and on quoted and unquoted investments are 
omitted from the reprint. 

Among the major quoted investments is a considerable 
stake in The Birmingham Post & Mail to a market value of 
almost {2-5 million at the accounting date. In the unquoted 
investments there is a minor investment (under 5 per cent) 
in Yorkshire Television Ltd. 

Incidental intelligence to be gleaned from the list of 
newspapers and periodicals is that the group is responsible 
for ten evening papers from Barrow to Bath, getting on for 
ninety weekly papers from Northumberlend to Somerset, 
as well as nine sports and ten advertising papers. 


ACCOUNTANT 


779 


British Petroleum 


HERE are times when the best will in the world is not 

enough, and for this column the time came when 
considering the possibility of reprinting The British 
Petroleum Co’s 1969 accounts which, along with the report 
as a whole, are this year presented in a new form. But since 
BP's accounts, notes and necessary schedules occupy 20 
foolscap pages, the thought of reprinting in ‘Finance and 
Commerce’ had to be dropped. 

Mr A. E. C. Drake, C.B.E.,, M.A., F.C.A., BP’s chairman, 
hopes shareholders will agree that the new form of pre- 
sentation is an improvement — which it most certainly is — 
and he goes on to tell shareholders that the company will 
in future be issuing quarterly statements of the group’s 
income. This, it should be appreciated, is no voluntary 
move on BP’s part but simply a requirement of the New 
York Stock Exchange,, where the shares are now quoted. 
There are over 30,000 American holders of the shares. 

BP is now deeply interested in United States operations, 
the activities there having been crystalized into a 25 per 
cent share of the equity of The Standard Oil Co - Sohio. 
This stake, as Mr Drake points out in his statement, has 
been obtained by a relatively small outlay in hard cash — 
something of the order of $25 million. The remainder has 
been obtained by borrowing which has meant a significant 
addition to BP's long-term debt. 


Highlights 
The following information comes from ‘Highlights’, which 
in the BP report is positioned between the chairman’s 
statement and the directors’ report preceding the 30 pages 
of accounts, notes, schedules and statistics. 


mE 1969 1968 
Sales — million long tons 162 142 
Net income — £ million = 07 IOI 




















Per unit of ordinary stock ss sd 5s 8d 
As percentage of average net 

assets (stockholders! interest) 7775 8:67; 
UK transitional relief — £ million 26 28 
Ordinary dividends net: 

Interim, paid .. iti Dé 8d 8d 

Final recommended .. 1s 10d 1s 8d 

2s 6d 2s 4d 

Return after tax on average 

capital employed £s ra yA 48% 
Capital expenditure — £ million 244 213 
Contribution to UK balance of 

payments — £ million Wi 155 147 


Net income is the year’s net profit after tax. Income 
before tax was £356 million and {96-9 million after over- 
seas taxation of £259:1 million. In the UK, corporation 
tax of {220-7 million is offset by {220-7 million of overseas 
tax relief. With {£100,000 applicable to minority share- 
holders, {25-8 credited as transitional relief under the 1965 
Finance Act and £5-8 million profit from the sale of 
production interests, BP’s income for allocation was {128-4 
million. 

The £356 million of income before taxation was the 
residual of net sales proceeds and other income of £1,471 
million (after the deduction of £8161 million of customs 
duties and sales taxes) and {1,115 million of operating and 
other costs. Costs are detailed as {£659 million for oil, 
ocean freight, refining and chemical manufacturing; 
£334°4 million for distribution, selling, administrative and 
other expenses; /93':3 million of ‘depreciation and amounts 
provided’, and {28-3 million of interest charges. 
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CITY NOTES 


ECENT weeks of stock-market trouble have shown up 

the absence of all but a minimal indication of the 
volume of Stock Exchange day-to-day trading. The 
London Stock Exchange only reports turnover monthly 
and then inevitably well into the following month. ‘Turnover 
is provided monthly in terms of fixed interest and other 
securities both in terms of value and the number of bargains 
recorded. 

The only daily indication of turnover is in the recording 
of bargains for the purpose of inclusion in the Stock 
Exchange Official List. Since the ‘marking’, as it is called, 
of deals is not compulsory, the record of daily bargains is 
at best a rough guide. 

On the basis that brokers and their clerks have more time 
to record bargains when business is slack than when it is 
active, the daily number of bargains is probably a more 
accurate indicator of poor turnover than it is of good. 
When the number of bargains recorded daily is between 
the 8,000 and 9,000 mark, the figure is probably more 
accurate than when bargains reach the heady levels of 
15,000 or so. Recordings between 8,000 and 9,000 probably 
represent a higher proportion of total deals. | 

Gradually the London Stock Exchange is catching up 
electronically, and when business finallv gets on to the 
proper new floor in the new building as distinct from its 
temporary floor in the new tower block, London may begin 
to provide the same kind of turnover detail that New York 
has done for years. 


* ZS * E 


HE ill wind in the stock-markets is blowing good money 
into the building societies, some of which are attracting 
funds at a record rate. Some competitive mterest rates have 
also come down — noticeably local authori-y mortgage loans 
and bonds ~ to make building society interest more attrac- 
tive. The biggest single force in the movement of funds to 
building societies, however, is the poor s<ate of the stock- 
market and the temporary unpopularity of unit trusts. 
But in the building society industry — or movement as 
building society people prefer to call it — there 1s probably 


general agreement with the view put forward recently by 
Mr A. Schofield, general manager of the Leeds Permanent, 
that it would be inappropriate, if not dangerous, to tamper 
with the interest rate position as yet. 

This is always the building society dilemma. As soon as 
money becomes plentiful and lending conditions easier, 
there comes a demand for lower mortgage rates which can 
only be offered at the expense of lower investment rates. 

Within next to no time, mortgages are on ration again. 
But it is highly probable that if building societies continue 
to attract funds at their present level and thereby continue 
to lend reasonably liberally, the pressure for lower interest 
rates will develop. 

However, the signs are that the pressure will be strongly 
resisted. l 

* * * * 


HAREHOLDERS in insurance companies must by 

now be coming to believe that they have been reading 
the same report from their company chairmen for at 
least the past five years, and probably nearer ten. 

There has been the recurring theme of rising costs of 
claims, inadequate premiums, underwriting losses and the 
methods of merger, integration, rationalization and various 
other ‘ations’ to deal with the situation. 

Shareholders in Guardian Royal Exchange Assurance 
must this week have found a familiarity in the statement by 
Lieut-Col C. P. Dawnay, the chairman, and that of his 
predecessor Lord Kindersley. 

The board's objective, Col Dawnay says, is ‘to maximize 
the profits on the shareholders’ funds’ but he immediately 
warns shareholders that while the company will try to 
make an underwriting profit ‘it will be difficult to reverse 
market influences allowing us to make other than a marginal 
percentage profit on the very substantial account we write’. 

Integration of the two groups will continue this year, but 
from 1971 onwards there should be a ‘continuing saving’ 
which should ‘materially benefit overall results’, The 
proviso is that ‘salaries and other expenses do not escalate 
in this country generally and overseas’. 


RATES AND PRICES 


Closing prices, Tuesday, May roth, 1970 
Tax Reserve Certificates: (25.2.70) Companies 54%; 
3% surrendered for cash; Personal 4% 


Bank Rate 
Oct. 19, 1967 .. : 6% Sept. 19, 1568 . 796 
Nov. 9, 1967 .. .. 64% Feb. 27, 1069 .. 8% 
Nov. 18, 1967.. ee 8% March 5, 1970 _ se 57196 
March 21, 1968 4% Apr. 1§,1¢70.. 2 
l Treasury Bills | | 
Mar. 13 .. £7 6s 1°56d% Apr. 17 .. £6 14s 6:14d% 
Mar. 20 .. £7 ss 2:22d% Apr. 24 .. £6 15s 5°47d% 
Mar. 26 £7. ag 66249, May r .. £6 15s10'47d9$ 
Apr. 3 .. £7 38 s2ad*, May 8 .. £6 rss 62649, 
Apr. ro .. £7 1510°93d% May 15 .. £6 16s o'68d96 
` Money Rates 
Day to day .. 58-67% Bank Bills 
“4 days ...  .. 54-64% 2 months 8-81% 
Fine Trade Bills 3 months 8-84% 
3 months ' 81—o% - 4months .. 8-81% 
. 4months ~ 841—995 "^ 6 months .. $1-813* 
6 months 87-94% j 


Foreign Exchanges 


New York... 2:4035 Frankfurt Ss 8:7310 
Montreal .. 2:5783 Milan .. .. ISII'75 
Amsterdam 8-7080 Oslo Ss x 171870 
Brussels 110*33 Paris Si 13:2740 
Copenhagen 18:0365 Zürich 10*3795 
Gilt-edged 

Consols 4% .. .. 43$ Funding 6% 1993 .. 69i 
Consols 24% .. as 26% Savings 3% 60-70 984- 
Conversion 34% .. .. 37% Savings 3% 65—75 814. 
Conversion 5% 1971  .. 971b Treasury 64% 1976 94£ 
Conversion 5+% 1974 .. 914 Treasury 34% 77-80 .. 64% 
Conversion 6% 1972 96% 63$ 


Treasury 34% 79-81 .. 
Treasury 5% 86-89 .. 


Funding 34% 99-04 — .. 43$ . 
.: Treasury 54% o8-12 .. 


Funding 4% 60-90 


Funding 54% 78-80 74% ‘Treasury 24% 26% 
Funding 54% 82-84  .. 73% Victory 4% .. .. 961 
Funding 5195 87-91  .. 68 War Loan 3195 .. .. 37i 
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Topics of Professional Interest from Other Countries 


AUSTRALIA 


Company Law Revision 


EVISION of company law in Australia was advanced a 

further stage recently with the introduction into various 
State Parliaments of Amending Companies Bills. Largely 
uniform in character, the Bills are the culmination of some 
eight years’. work since the passing of The Uniform Com- 
panies Act of 1961—62. 

The Bills incorporate many of the suggestions put 
forward in.a draft Bill prepared in 1966 by officers of the 
States’ Attorneys-General. The main inspiration for the 
changes, however, has been the work of the Company Law 
Advising Committee, which was set up in that, year under 
the chairmanship of Mr Justice Egglestone to undertake a 
review of some of the more controversial aspects of the 
changes suggested in the draft Bill. 

The Egglestone Committee began issuing interim 
reports in October 1968, but until the tabling of the Vic- 
torian Bill last month these reports have not been made 
public apart from Press statements issued from time to time 
by the Australian Standing Committee of Commonwealth 
and State Attorneys-General. Although most of its task 
has been completed, the Egglestone Committee has yet to 
report on a number of its heads of reference, namely, 
control of fund raising (including prospectuses), protection 
of minorities, responsibilities of directors and the adminis- 
tration and enforcement of the legislation. 

Among the more important changes are the incorporation 
for the first time in Australian law of provisions requiring 
the disclosure of substantial shareholders, defined for the 
purpose of this legislation as holders of 10 per cent or more 
of the ordinary shares in the company. All holdings, whether 
direct or indirect, must be disclosed, and the provisions 
apply to all persons whether resident in the State or else- 
where. 

The Bill safeguards to a greater extent the independence 
of auditors, by providing for them to remain in office 
without annual reappointment. While a company can 
remove any auditor by appointing a substitute, such an 
appointment can be made only if notice of the nomination 
of the auditor has been given to the company not less than 
21 days before the meeting at which the change is to be 
proposed. Notice of the nomination of a new auditor must 
be given to all members at least seven days before the 
meeting. 

. Conversely, the position of an auditor in relation to 
retirement will now be closely regulated, in that he may 
resign only with the consent of The Companies Auditors 
Board, after giving notice of his intention to the company. 
This provision is intended to ensure that an auditor does 


not resign to avoid becoming involved in the disclosure of 
breaches of the Act. | 

The Bill defines for the first time the auditor's position 
in relation to group accounts, and he is to be required to 
inform the Registrar of any default by the company or 
directors. Another subsection of the same section gives 
auditors express statutory protection from libel actions. 

. Among recommendations of the Egglestone Committee 
not adopted are those urging the disclosure of turnover and 
the suggested establishment of a Companies Commission. 
The Attorneys-General believe that the objectives of 
greater uniformity in the administration of company 
legislation in Australia could be achieved by maintaining 
and possibly extending, present frequent conferences of 
Registrars of Companies. 'T'he office of Registrar of Com- 
panies is also to be upgraded, not only to deal more ade- 
quately with the new company legislation but the new 
securities industry legislation which has already come into 
force in New South Wales. 

The Bills introduced into State Parliaments will he on 
the table for some months to enable study by interested 
bodies. In the meantime committees of the two Australian 
accountancy bodies — The Institute of Chartered Ac- 
countants in Australia and the Australian Society of 
Accountants — have begun a study in depth with the 
objective of putting forward a joint submission on aspects 
of the draft legislation. — From our Australian Correspondent. 


EEC 
Company Law to be Strengthened 


OMPANY law within the European Economic 
Community is to be co-ordinated with a view to 
providing further safeguards for creditors and share- 
holders. This is the substance of a recent directive from 
the EEC Commission in Brussels to the Council of 
Ministers. | 
With the market for companies within EEC becoming 
Increasingly a single whole, all creditors — whether or not 
they live in the country where the company is based — must 
be in a position to ascertain the degree of security offered 
them by the capital of the company. Arrangements must 
therefore be made to ensure that capital is not eroded by 
unjustified dividend payments, and to prevent the use of 
‘certain practices’ which may give a misleading picture of 
the capital position. What these practices may be is not 
stated, although the manipulation of hidden reserves is one 
possibility which comes to mind. | 
The directive also includes provisions designed to secure 
the interests of existing shareholders on an increase of 
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capital, and to ensure that capital is not reduced without 
regard to the claims of creditors. 

An article in the April issue of fournal UEC-makes the 
point that this series of rules appears to be quite orthodox, 
but is not to be found in all the laws of the member states. 
‘The author, P. Borra, of Brussels, then proceeds to examine 
the difference between the present legal situation in the 
Community and the situation which would result from the 
adoption of the directive. He concludes that in so far as the 
way the Commission has approached the matter is con- 
cerned, it has mostly been a case of extending, at the level 
of the Community, safeguards that have been deemed classic 
in the majority of the member states, while not excluding 
some new ideas that have been felt to be useful. In this 
regard the proposed directive represents ‘a delicate com- 
promise' between the differing and often contradictory 
requirements of the member states’ legal systems. 


SOUTH AFRICA 


Fourth National Chartered Accountants’ 
Congress 


ORE than 360 chartered accountants from all parts of 
South Africa and Rhodesia assembled at the Univer- 

sity of Pretoria last month for the Fourth National Congress 
of Chartered Accountants (SA). The main theme of the 
Congress was the role to by played by the profession, as a 
part of the business community, in the years that lie ahead. 
The first paper, entitled “The role of the chartered 
accountant in management’, was presented by Mr H. S. 
vaa Eeden, B.COM.(PTA.), P.M.D.(HARVARD), C.A.(S.A.). After 
describing the management process in general, he proceeded 
to discuss in some detail the accounting function in the 
management process, as performed by the accountant as a 
member of the management team. Mr van Eeden then 
considered the part played by the practising accountant as 
auditor and emphasized the fast-growing need for him to 
be able to undertake a management audit when his client so 
requests. After putting forward his concepts of what would 
be required in the future in the adequate performance of the 
accounting function in management, Mr van Eeden con- 
cluded his paper with an indication of the three particular 
aspects of management, namely, the implementation of 
management science methods, the indicated expanding 
needs of management audits and the rapid development of 
electronic data processing, as being fields in which the future 
accountant, whether he is to go into industry or is to remain in 
practice, must be much better trained than he is at present. 
The second paper entitled ‘Modern auditing techniques’, 
by Mr Ralph E. Kent, c.p.a., discussed the various ac- 
celerated changes in auditing techniques in the United 
States and some of the measures taken during the last 
decade to achieve greater efficiency in the performance of 
audits. These were the increased formalization of the 
planning process in engagements; the re-emphasis of the 
‘business approach to auditing’; the increasing tendency 
to rely on assistance from the clients’ employees in the 
performance of the audit and the introduction of improved 
techniques for studying and evaluating internal control. Mr 
Kent mentioned the increasing use by auditors of flow- 
charts of accounting systems as a record and portrayal of 
the characteristics of these systems; the ever-increasing 
amount of interest in the use of statistical sampling tech- 
niques in auditing, and the growth of interest in the under- 
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standing of and use in the business world of mathematical 
procedures. 

In conclusion, Mr Kent surveyed at some length the 
efforts being made by the profession in America to adapt 
techniques to present conditions and to conditions expected 
in the near future. . 

The third paper by Mr Walter F. Beran, c.p.a., of Cleve- 
land, Ohio, was entitled “The subtleties of communication 
in the practice of accounting’. Mr Beran discussed com- 
munication of thought as a total system and analysed the 
communication process, drawing the conclusion that, 
on the whole, accountants are not good communicators 
because they tend to be technically, rather than humanly, 
oriented. Mr Beran then turned to a discussion of the 
accountants' various audiences and, on the other hand, the 
art of being a good listener, following this with an exami- 
nation of the various ways in which this deficiency of the 
average accountant in the art and subtleties of communica- 
tion can be remedied. 

The Congress was most successful in all ways and pro- 
vided much for stimulation of thought on the necessity for 
a changed approach to what will undoubtedly be required of 
the profession in the coming years. — From our South African 
Correspondent. 


ZAMBIA 


Chartered Accountant in Sydney Air Race 


«MIS OLIVER IRWIN, B.COM., F.C.A., senior partner in 
the firm of Cooper Brothers & Co, Chartered Ac- 
countants, of Botswana, represented Zambia in the London 
to Sydney Air Race which finished in January of this year. 
As reported in the national Press at the time, Zambia was 
the only African state to participate in the race against 
many of the leading professional, civil and military pilots 
in the world, including teams from the Canadian armed 
forces, the Royal Air Force, the British Army and the 
Australian Navy. Mr Irwin carried with him on the flight 
a personal letter from the President of Zambia, Dr Kenneth 
Kaunda. 

Organized by the Federation of Aero Clubs of Australia 
and the Royal Aero Club of the United Kingdom, the race 
was said to have been the greatest ever staged in the history 
of aviation. Starting from London in the middle of last 
December in some of the worst weather for a considerable 
time, competitors were expected to fly without stopping, 
other than for fuel, from London to Adelaide — a distance 
of approximately 11,000 miles. 

The longest non-stop leg flown by the Zambian team was ' 
from Singapore to Darwin and took 12} hours, most of 
which was in violent monsoon storms; so violent in fact 
that many of the competitors were forced to divert to 
various airfields on scattered islands in the T'imor Sea. Mr 
Irwin flew most of this section of the race at night and 
described it as a long ‘night of terror’. 

In addition to setting the fastest single-engine elapsed 
time from London to Sydney, Mr Irwin also established 
(subject to FAT confirmation) two world speed records — 
one from Lusaka to London and one from Sydney to 
Lusaka. As his competitors were in the main professional 
pilots, there were puzzled expressions of disbelief when he 
announced that he was a chartered accountant. Indeed, one 
tough Australian pilot remarked: “Well, at least I thought 
you must have owned a plantation in Zambesia or somethin 
. . . but to tell me that you're just a damn book-keeper D 


THE 
186 


ACCOUNTAN 


Financial and Corporate 


Communications 


[^ their company reports and other public announcements 
companies should make a special effort to appeal to young 
readers, said Mr Gordon Brunton, managing director and 
chief executive of the 'lhomson Organization, at the 
Advertising Association Conference in Brighton last week. 

He was introducing a forum discussion on Thursday on 
"Ihe role of financial and corporate communications', and 
stressed that the young both in Britain and the United 
States had in many cases become anti-big business. 

This was not a political attitude on their part. It was 
because they felt so remote from the boardrooms of big 
corporations and because they were not involved. Consumer 
advertising was for many of them the only outside mani- 
festation of big business at work. 

A big corporation should explain itself, its strategy and 
its expenditure on such things as safeguards for environ- 
ment. It should explain that it really cares. Many of the 
biggest organizations spent much on their brands but little, 
if anything, on their image. 

There had, however, been a marked change in the 
attitude towards communication of company affairs. Even 
a few years ago the gulf which existed between the flowered 
shirts of Mayfair and the balance sheets of the City was 
very wide indeed. That the gap was narrowing could only 
be for the good of both sections. 

Advertising had become accepted as a useful tool rather 
than a necessary evil. The old feeling that aggressive and 
effective publicity indicated an unstable sponsor had 
largely faded. In the last eight years the number of columns 
devoted to financial advertisements in the three quality 
Sunday newspapers had trebled. 

Mr Brunton underlined the importance of communicating 
a company's message in a way that was easily comprehen- 
sible to the man of average intelligence and was not confined 
to a specialized nucleus. A company report could be used 
to more purpose than merely the attraction of potential 
shareholders. It could also reassure employees and aid 
recruitment. Everyone liked to feel that they worked for a 
successful and well-known company. 


Double incentive 


Mr F. R. Althaus, President of the International Federa- 
tion of Stock Exchanges, addressing the forum in the 
unavoidable absence of Sir Martin Wilkinson, Chairman of 
the London Stock Exchange, said: 

"Ihe London Stock Exchange has a special interest in 
the question of communications because we live in a glass 
house and everything that happens on our premises is news, 
particularly if it has a slightly scandalous content. 

*We therefore have a double incentive to ensure maximum 
revelation both with regard to the raw material of our 
trade, the securities in which we deal and our functions 
and the manner in which we conduct our affairs. 

“This: exposure provides a very great protection for the 
investing public. In this context, I should say that I feel 


this country is fortunate and unique in the extent and 
expertise of its financial reporting — a fact which has played 
a very large part in promoting an ever-growing interest in 
financial affairs and in influencing investment opinion.’ 

Stock Exchange requirements, Mr Althaus continued, 
had for many years gone beyond those of the law — a fact 
recognized by both the Cohen and Jenkins Committees. 
Recently it had become the practice to enlist the help of 
the professional bodies concerned in encouraging their 
members to accept voluntarily some of the Exchange’s 
more radical innovations. This was coupled with a growing 
determination that all shareholders should be treated equally. 

For the better part of 150 years, the Stock Exchange had 
taken little note of outside opinion, but a new and forward- 
looking policy had developed. 

Mr Richard Allen, of J. and S. Scrimgeour, showed 
many interesting slides of company advertisements, 
comparing past with present. Much could be done by 
photographs, illustrations and colour to put across the 
message of what a company had achieved in the year under 
review. He thought the ideal company report should clearly 
show earnings per ordinary share and 'Sources and appli- 
cations of funds’ ~ where the money came from and how it 
was spent. 


Discussion panel 


Mr George Pulay, director, Charles Barker (City) Ltd, 
Mr Brian Samaine, group public relations executive, EMI 
Ltd, and Mr Percy F. Hughes, Editor-in-Chief of The 
Accountant, formed a discussion panel. ` ` 

According to Mr Pulay, a company report should be 
regarded as a useful document for its own staff, and should 
inspire greater participation down to shop-floor level. 

Mr Samaine urged that a company, if its performance was 
good, should 'hit it up'. Quality of management was what 
the public invested in and it was a good thing to tell the 
public something of the people who ran the company. 

Mr Hughes thought that financial reports should teil 
about the company's products. More and more women 
were investors and they wanted to know more and more 
about the products of the company in which they invested. 
Information in a company report should be presented in a 
clear and sensible sort of way. Unless it was easily under- 
stood by the average person, it was not good enough. 

In reply to questions, Mr Hughes agreed that companies 
should not confine their communications to one annual 
report, but should consider quarterly statements about 
their activities. 

He also thought it was a good idea to have a separate 
document, setting out the company's report, for their 
employees. He would not like the initiative of management 
to be curtailed by having to conform to a standard pattern 
of setting out their report and accounts, and he observed: 
"The quality of management is.to be judged to some extent 
a few years after they have taken the appropriate decisions.’ 
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| Planning Against Tax Penalties 


LOSE companies are, in the opinion of Inland Revenue 
officers, a device for the avoidance of tax. They con- 
sider that the non-distribution of income liable to income 
tax and surtax is the sole reason for the formation of such 
legal entities, to the exclusion of all other aspects of com- 
mercial enterprise. | 
Such were the views of two speakers at the London 
Chamber of Commerce Forum held on ""hursday of last 
week at Painters’ Hall. The forum was to discuss “The tax 
problems of the small company? under the chairmanship 
cf Sir Harold Gillett, Bt, M.C., F.C.4., and every speaker 
was a specialist in taxation or estate duty. 


Shortfall 


As small companies are often close companies it was be- 
fitting that definitions concerning them should be given by 
Mr S. H. Eastoe, A.C.A., A.C.L.S., in the first address. In a 
talk entitled ‘Close company legislation’ he drew attention 
to the terms 'participation' and 'associate' as defined in the 
Finance Act 1965 and compared the effects of taxation on a 
small non-close company with that of a close company; the 
obvious conclusion being that the latter suffered more. 
Needless to say the bétes noires of close company taxation, 
i.e., directors’ remuneration and shortfall, could not fail to 
rear their heads, and although Mr Eastoe dealt with these 
topics adequately, shortfall provisions were then considered 
in detail by Mr William R. Packer, M.A., F.C.A. 

After making a case study of the accounts of a hypo- 
thetical company, he posed two questions that had to be 
determined initially: Was the corporation tax provision 
adequate? On tax grounds, was the final cividend large 
enough? 

The answers to these questions induced thought on how 
shortfall assessments were raised and Mr Packer explained 
that for income tax purposes agreed shortfall was to be 
treated as a distribution made twelve months after the end 
of the relevant accounting period, but for surtax it was 
treated as a distribution made on the last day of the relevant 
accounting period. Special rules applied for companies 
winding up or ceasing to trade. 


Commercial considerations 


Commercial considerations, Mr Packer continued, 
could be used to convince HM Inspectors of Taxes to give 
a clearance even though they did not always appreciate how 
vital it was for close companies not to be strangled by the 
penalty of shortfall assessments. Slow moving debtors, tax 
liabilities, hire-purchase creditors, overdrart facilities, 
inability to realize trade investments and replacement of 
assets were just a few examples of the financial problems to 
be faced, and of which the Revenue must be convinced. 
When there was an inevitable liability, Mr Packer men- 
-tioned that this could be reduced or eliminated by de- 
claring a dividend for the period within 18 months of the 
end of the period; a set-off against surplus frarked invest- 
ment income; or a set-off against excess of distribution over 
the maximum required standard of alater accounting period. 


Just as timing was important to the planning of shortfall 
assessments, so it was important to the arrangement of 
deceased’s estates to save beneficiaries from being financially 
crippled by duty. Problems concerning estate duty were 
dealt with lucidly by Mr Alan Bevis, M.A., LL.B., A.C.A., who 
after differentiating between minority and majority interests 
and their valuation, defined a ‘controlling shareholder’ and 
then proceeded to describe how to minimize valuations by 
service companies, service partnerships, and arranging for 
assets to be outside a company by members of the share- 
holding family leasing them to it. 

Mr Bevis stressed that there was no compatibility between 
control of a company and estate duty relief, but liability to 
duty could be minimized by such measures as gifts of 
shares and discretionary trusts; insurance was not to be 
ignored either as an essential ingredient of estate duty 
planning. | 

Changes in the Finance Act 1969 were discussed by 
Mr Lindsay Duncan, B.A., A.C.LS., F.T.L.I., M.B.I.M., in the. 
course of which he pointed out that no other country in the 
world had such an entity as a close company, apart from 
Tobago — so he could not advise anybody to go there. 
Nevertheless, he welcomed some of the legislative changes 
‘if not with enthusiasm, at least with gratitude’. 


Directors' remuneration 


In his view, one of the most important changes was the 
abolition of the provision in the Finance Act 1968 which 
limited the amount deductible for corporation tax purposes 
in respect of remuneration paid to directors. It was now 
possible to pay a proper commercial remuneration without 
incurring tax penalties, but the case of Copeman v. Flood 
(19 ATC 52) should be kept in mind when ascertaining ` 
what remuneration was paid wholly and exclusively for the 
purposes of the trade. 

There were, however, transitional provisions to discour- 


‘age the greedy. The trouble was that such sections as 


section 30 of the Finance Act 1969 were not only mis- 
named - in this case being headed ‘avoidance of tax’ when 
it dealt with the purchase of a company with losses — but 
would catch the wrong people. Why should balancing 
charges be taken into account, but not balancing allow- 
ances? As for section 32 allegedly dealing with artificial 
transactions in land, this provision could affect any trans- 
actions in land, whether artificial or otherwise. 

The closing lecture of the forum was given by Mr 


Eastoe, who forecast the future of the small company and. 


suggested that even with the changes provided in the 
Finance Act 1969, close companies were still penalized. 
He ventured to suggest a scheme which he called 'corporate 
federalism’ in which there was a pooling of resources of 
various close companies with a participation in a joint 
holding company which was not close. None of the federated 
companies would then be close either and they would 


- certainly have common services and facilities, opportunities 


for internal mergers, and the net retainable profits of sub- 
sidiaries would increase. 
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Special and Ordinary Meetings of the Council 


Atspecial and ordinary meetings of the 
Council held on Tuesday, May 12th, 
1970, there were present: 

Mr R. G. Leach, c.8.E.,, President, in | the 
Chair; Mr C. Croxton-Smith, Deputy 
President; Mr A. H. Walton, Vice- 
President; Messrs J. F. Allan, J. A. Allen, 
G. R. Appleyard, B. D. Barton, J. C. 
Bayley, D. A. Boothman, N. Charlton, 
L. H. Clark, D. A. Clarke, R. W. Cox, 
W. G. Densem, S. Dixon, P. H. Dobson, 
S. M. Duncan, J. V. Eastwood, Professor 
H. C. Edey, Messrs S. Edgcumbe, R. W. 
Foad, c.B.E., E. J. Frary, J. W. G. Frith, 
- J. P. Grenside, R. F. Griffiths, S. R. 
Harding, W. Hare, J. S. Heaton, A. W. 
John, c.g.g.,, G. B. Judd, R. O. A. Keel, 
S. Kitchen, B. A. Maynard, W. R. 
McBrien, W. G. Medlam, S. A. Middleton, 
D. S. Morpeth, T.D., E. J. Newman, F. E. 
Price, c.B.E, D. G. Richards, D. W, 
Robertson, J. D. Russell, E. C. Sayers. 
R. G. Slack, H. G. Smith, G. Tattersall- 
Walker, C. C. Taylor, R. H. Taylor, A. G. 
Thomas, D. C. Urry, D. N. Walton, A. 5. 
Watson, J. Whitehead; R. G. Wilkes, 
O.B.E., T.D., J. C. Montgomery Williams, 
E. K, Wright. 


Accounting Standards 
Steering Committee 


'The Councilapproved the membership 
and an amended constitution for the 
Accounting Standards Steering Com- 
mittee. The Scottish and Irish In- 
stitutes will be closely associated with 
the Committee's operations. The Com- 
mittee consists of eleven members of 
the English Institute, as governing 
body of the Committee, together with 
three nominees of the Scottish In- 
stitute and one nominee of the Irish 
Institute. There will also be liaison 
members appointed by other repre- 
sentative organizations. 


University and CNAA Degree 
Courses 


Exemption from the Intermediate 
examination. 

The following statement was approved 
for publication: 


The Council has: approved the 
following university and CNAA degree 
courses under bye-laws 68 and 88 (c) 


respectively. These courses are there- 
fore recognized not only for reduction 
in service under articles to three years, 
but also for exemption from the 
Intermediate examination of the In- 
stitute. 


University degree 
University of Lancaster — Bachelor of 


Arts in Economics and Financial 
Control. 


CNAA degrees 


Kingston Polytechnic - Bachelor of 
Arts Honours degree in Business 
Studies. 

Manchester Polytechnic — Bachelor 
of Arts Honours degree in Business 
Studies. 

Bachelor of Arts Honours degree in 
Economics. 


Degree courses approved by the 
Council are invariably a selected part 
of a larger course and precise details 
may be obtained from the Institute on 
request. 


Registration of Articles 


The Secretary reported the registra- 
tion of 149 articles of clerkship 
during March 1970, the total number 
for the year ended March 31st, 1970, 
being 4,263. Comparative figures for 


1969 were 147 and 3,995. 


Admissions to Membership 


The following were admitted to 
membership of the Institute: 


Aldrich-Blake, Alexander De Cliffe, 
A.C.A., @1970; Grendon Court, 
Bishop, Ross-on-Wye, Herefordshire. 

Alsagoff, Fuad, A.C.A., a1970; with F. L. Rouse 
& Co, ss Station Road, Beaconsfield, Bucks. 

Arasaratnam, Arunasalam Rasaratnam, ACA., 
at970; 3/2a First Lane, Ratmalana, Ceylon. 


MA. 
Upton 


Bailey, Nigel Paul Ernest, A.C.A., 1970; 
*Pippins', Duton Hill, Dunmow, Essex. 

Bailey, Reginald James, AC. A., 81970; 1 Lytton 
Avenue, Hollybush Lane, Penn, Wolver- 
hampton, 

Barker, Robert Anthony, A.C.A., a1970; 36 
Nook Road, Scholes, near Leeds LS15 4AU. 


Barnes, Jeremy John Kentish, A.C.A., @1970; 
Jumps House, Churt, near Farnham, Surrey. 

Barnes, Robert Ogle Ball, M.A., A.C.A., a1970; 
27a Smith Street, London SW3. 

Barton, Charles Robert, A.C.A, a1970; II 
St James's Avenue, London W13. 

Barton, Keith, A.C.A., 41970; 9 Anglesea 
Terrace, St Leonards-on-Sea, Sussex, 

Basu, Bhuban, A.C.A., a1970; Messrs Spicer & 
Pegler, St Mary Axe House, 56/60 St Mary 
Axe, London EC3. 

Bateman, Robin John, A.C.A., Ad: ‘Hazel 
Glen’, Water Lane, Cobham, S urrey. 

Beddoe, Russell Steven, A.C.A., 41970; 
‘Skomer’, Noctorum Lane, Birkenhead, 
Cheshire. 

Bedford, Michael John, A.C.A., a1970; s Wiltern 
Court, 29 Shoot Up Hill, London N W2. 

Behan, Seamus, A.C.A. 41970; 28 Thirlmere 
Road, Muswell Hill, London No. 

Berger, Stephen Howard, A.C.A., 81970; 57 

‘Trelawny Estate, Paragon Road, "London Eg. 

Bevan, Julian Richard, A.C.A., a1970; with Peat, 
Marwick, Mitchell & Co, Windsor House, 
2 Temple Row, Birmingham 3. 

Brady, Nicholas Jamies, A.C.A., a1970; Wood 
House Cottage, Epping, Essex. . 

Brett, Rickard John, A.C.A., a1970; r Poplars 
Road, Linthorpe, Middlesbrough, Tees-side. 

Brown, Roger Garrett, A.C.A. a1970; 20 8: 
Mary's Road, Brent, London NWir. 


Cameron, David Hugh, Sa, A.C.A., 81970; 
‘Durranis’, Croxley Green, Herts. I 

Castle, Allan Campbell Diarmid, a.c.a:, at 976; 
Manwood Close, Sandwich, Kent. 

Cawthorne, David Alwyn, A.C.A., 41970; 53 
Sicey Avenue, Sheffield S56 NL 

Clarke, Philip, a. rus ,41970; 49 Queen Mary 
Road, Gaywood, Kings Lynn, Norfolk. 

Clarke, David Hayton, B.COM., A.C.A., 41970; 
35 Cross Road, Romford, Essex. 

Collins, Peter John Murray, A.C.A., 41970; 
‘Little High Broom’, High Broom Road, 
Crowborough, Sussex, 

Cooper, Robert; B.A.(ECON.), Ar C.A., 41970; 56 

. Windmill Hill, Enfield, Middx 

Corrigan, John Joseph, A.C.A., ` 41970; 125 
Windmill Road, Hemel Hempstead, Herts. 

Cotterill, John David, A.C.A., a1970; 2 Henry 
Nelson Street, South Shields, Co Durham. 

Crichton-Baker, Nigel, A.C.A., 41970; 56 
Orchard Road, Tewin, Welwyn, Herts. 


' a indicates the year of admission to the Institute. 


aS indicates the year of admission to The 
Society of Incorporated Accountants. 


$ means ‘Member in Practice’. 


Firms not marked + or * are composed wholly 
of chartered accountant members of the 
Institute, 


against the name of a firm indicates that the 

rm, though not wholly composed of members 
of the Institute, is composed wholly of char- 
tered accountants who are members of one or 
another of the three Institutes of chartered 
accountants in Great Britain and Ireland. 


* against the name of a firm indicates that the 
firm is not wholly composed of members of one 
or another of the three Institutes of chartered 


-accour tants in Great Britain and Ireland. 
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From Shield Factors’ Files 





“The people we want are in good jobs already” said Alan 
as he drove home with his father that evening. "And they 
don't fancy being buried alive out here!" He spoke with 
feeling. He knew. | 

“Aye”, said old Tom. “Happen you're right. But we can't 
get new system going till we get staff to do it. Best have a 
word with those consultants. It's their system we're trying 
to operate, any road." 


* ée we 


The consultants couldn’t provide the staff but they did 
solve the problem. They suggested calling in Shield Factors 
and now Shield have taken over sales accounting, debt col- 
lection and credit control and saved them from account 
rendering (as well as from bad debts). Relieved of these tasks 
the existing staff can cope quite easily with the additional 
work the system calls for—work that, because of their 
experience, they're the best people to do. So, with the new 
system no longer held up by staff shortage, and with access 
to additional finance provided by Shield as well, they're. 
expanding. “Aye, we are an’ all!" says Tom Dewsbury. 





«€ 


hat's int’ mail this morning, lad?” 
Young Alan Dewsbury sighed as his father came A A & 


into their office. “Orders, cheques . . . but not a single useful 
reply to our *want-ad" " he said, dispiritedly. 

“Nowt? H'm." Old Tom Dewsbury looked glum: Week 
after week they advertised . . . put feelers out . . . passed the 
word around ... without getting the people they wanted. It 
was downright annoying. In his young days. ... 


Gi Se * 


.* Details of Shield service are 
given in this booklet: “Credit 
Factoring”, a copy of which is 
waiting for you. Write or "phone: 
(asking for Mr. F. C. Squibb or 
for Mr. J. F. McDermott). and it 
will be sent to you by return. 


The truth was that Dewsbury Engineering Ltd., whose 
work was highly specialised; had a freehold factory in a small, 
outlying area some way from a bustling, expanding Northern : - 
town. They had a first-class name and facilities but their 
profit percentage on capital was very small and they'd called SH ELD FACTO RS LTD 
in consultants who, among other things, had devised a new 
system of costing, management accounting and production 





owned by N. M. ROTHSCHILD & SONS,  ANGLO-AFRICAN 
SHIPPING CO. (S.A.) LTD., C. T. BOWRING & CO. LTD., EAGLE 





control. The new system entailed additional staff but the | STAR INSURANCE CO. LTD., INDUSTRIAL & COMMERCIAL 
increased gross profit would far outweigh the cost. The real FINANCE CORPORATION LTD., KLEINWORT BENSON LTD. 
snag was that the new staff just couldn't be Zound. Not by | ; 
Dewsbury's, anyway. Plantation House, Mincing Lane, 


London, E.C.3. 'phone 01-623 3701 





k * * 
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The private 
Company 
dilemma 
and now to 
Soive It 


Shareholdings of a private company director 
may produce insuperable problems at death, 
and his family’s finances suffer irreparable 
damage. 

Often the only way of raising the money to pay 
estate duty is an enforced sale or liquidation of 
the company. 

Many directors believe that the only way to 
avoid this is to sell some of the equity to an 
institutional investor. And this they have always 
resisted. 

In fact, itis possible to overcome the problem 
through a simple life assurance solution 

which may cost the director nothing and can 
ensure that no equity goes outside the family or 
families. 

We at Towry Law are insurance brokers 

with a great deal of specialist knowledge in this 
field, Our approach is a professional one 

and we are always happy to work with other 
professional advisers. 

If you would like more information on this 
service please complete the coupon below or 
write to or telephone our Estate Duty Department. 


Towry Law & Co. Ltd. 


INCORPORATED INSURANCE BROKERS, 

Winchester House, 77 London Wall, London E.C.2. 
Telephone 01-588 6244 

IER Fe ESO RES EE IR REH BASES LANGEN SR DONUM FESCH SEH REND) Ce EN 


Please send me information on the Towry Law service relating to the 
private company. 
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1968 -1969 


An authoritative factual Survey of financial 
reporting practices used by 300 major British 
commercial and industrial companies, con- 
taining up-to-date matter of vital interest and 
concern to: 


Accountants in practice and in industry 
company directors and secretaries 
Investment analysts. 
Dealing with problem areas arising from dis- 
closure provisions of the Companies Act 1967 
and covered by Institute recommendations. 
130 pages (91" x 63” laminated cover) 
" 46 tables (and additional figures) 


102 examples of presentation from published 
accounts 


Summary of relevant provisions of the Com- 
panies Acts and Institute recommendations 


Extensive factual commentary 
Comprehensive index. 


Newly published by the General Educational 
Trust of the Institute at 


3bs post free 


- Remittances and orders to 
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Cuthbertson, Robert Ian, A.C.A., a1970; 146 
Penns Lane, Sutton Coldfield, Warwicks. 


David, Peter Clive, A.C.A., a1970; 62 The 
Mount, Guildford, Surrey. 

Dawoodkhan, Fakhrudin Abbas, A.C.A., 41970; 
Flat 4a, 24 Palace Court, London W2. 

Dawson, James Mantle, M.A., A.C.A., a1970; 
111 Gloucester Court, Kew Road, Richmond, 
Surrey. 

Dent (Miss), Elizabeth Ann, A.C.A., 419709; 77 
Eaton Rise, London We, 

De Willermin, Edouard William, A.C.A., a1970; 
27/28 Leinster Mews, London W2. 

Drury, Alan, A.C.A., ar970; 52 Stanhome 
Drive, Wilford Hill, Nottingham. 

. Duncan, Thomas David Ian, B.A., A.C.A., 31970; 
23 Lyndhurst Drive, Montreal Park, 
Sevenoaks, Kent. 

Dunseath, Nicholas Robert, A.C.A., @1970; 47 
Riddlesdown Road, Purley, Surrey. 

Dutta, Ajit Singh, A.C.A., a1970; 77 Lansdowne 
Road, London Wir. 


Edwards, Michael Gordon, A.C.A., a1970; 25 
Hadleigh Heights, Hadley Wood, Herts. 

Ellis, Michael Charles Anthony, A.C.A., a1970; 
3 Giles Mead, Downside, Epsom, Surrey. 

Evans, Nigel Halden, A.C.A., a1970; with 
Deloitte, Plender, Griffiths & Co, 128 Queen 
Victoria Street, London EC4. 

Evans, Trevor John, A.C.A., a1970; 69 Muswell 
Road, Muswell Hill, London Nto, 


Farook, Mohamed Saleem Mohamed 
Mohamed, A.C.A., a1970; 19 Royal Crescent, 
Holland Park, London Wir. 

Fieldhouse, Derek, A.C.A., a1970; 82 Grove 
Hall Drive, Leeds rr. 

Fitzgerald, Andrew, A.C.A., 81970; Dunham 
Rise, Dunham Road, Bowdon, Cheshire. 

Fletcher, Anthony John, A.C.A., 81970; rio 
Stanford Road, Luton, Beds. 

Freeland, John Richard Anthony, A.C.A., a1970; 
“The Croft’, Peterson-Super-Ely, Glam. 


Galliver, Michael Douglas Anthony, A.C.A., 
41970; Basement Flat, 30 Putney Hill, 
London SWrs5. 

Gardiner, David Kim, A.C.A., a1970; 71 Wal- 
drom Hyrst, Croydon, Surrey CR2 6NZ. 
Goldsmith, Richard Charles, A.C.A., a1970; 26 

Dulwich Common, London SE2r. 

Gribbon, Alan Neil, A.C.A., 41970; 60 Forest 
Road, Oldbury, Warley, Worcs. 

Guest, David Thomas, A.C.A., 41970; 3I 
Baptist End Road, Netherton, Dudley, Worcs. 
ulamhuseinwala, Vajiuddin — Kaltmuddin, 
A.C.A., 41970; 63 Priory Road, London NW6. 


Hair, John Richard, A.C.A., arg7o; 63 Aberdeen 
Street, Holderness Road, Hull. 

Hall (Miss), Rosemary Jonnie Jillian, B.SC. 
(ECON.), A.C.A., a1970; 175 Upper Woodcote 
Road, Caversham, Reading, Berks. 

Halliday, Nigel Kilayn, B.A., A.C.A., a1970; 
c/o Disco Simplabelt Drives Ltd, Oldmeadow 


Road, Harwick Trading Estate, King’s 
Lynn, Norfolk. 
Hammond, , Paul Stephen, A.C.A., @1970; 


‘Monkstone’, Oak Meadows, Birdham, W. 
Sussex, 

Henlon, John Bryce, A.C.A., @1970; 3 Sun 
Crescent, Oakley, Aylesbury, Bucks. 

Haque, Ajaz Ul, A.C.A., a1970; so York Street, 
London Wi. 

Haque, Mohamed Ashraful, A.C.A., a1970; 16 
Elms Avenue, Muswell Hill, London Nro. 
Harper, Richard Leslie Welton, A.C.A., 41970; 
‘Pine Crest’, Felbridge, East Grinstead, 

Sussex. 

Hazrison, Christopher John, A.C.A., a1970; 11 
Derby Road, Ansdell, Lytham St Annes, 
Lancs, 

Hatton, Barry Peter, A.C.A., a1970; 6 Rectory 
Avenue, Gainsborough, Lines. 

Hewett, David Christopher, A.C.A., @1970; 
with Stanley Holmes & Co, 68 Pall Mall, 
London SWr. 

Hodges, John Edward, A.C.A., a1970; 24 Queen 
Edith’s Way, Cambridge. 

Holroyd, Charles Edward, A.C.A., 41970; 
d 7, 15 Chelsea Embankment, London 


5. . 
Honeywell, Peter Royston, A.C.A., a1970; 48 
Sandown Road, West Malling, Kent. 
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Hood, Nicholas Roy, A.C.A., a1970; 84 Rich- 
mond Hill Court, Richmond, Surrey. 

Hughes, David Elwyn, A.C.A., a1970; 7 Oak- 
wood Road, West Wimbledon, London 
SW2o. 

Hunt, Christopher Bruce, A.C.A., 41970; 9o 
Roe Lane, Kingsbury, London NWg. 

Hutton, Andrew Kilpatrick, B.A., A.C.A., 31970; 
oe Ridge, Hildenborough, ‘Tonbridge, 

. ent. 


Irvin, Andrew John, A.C.A., a1970; 310 Addison 
House, Grove End Road, London NWS8. 


Jacob, Paul Seymour, A.C.A., a1970; Hardings 
Farm, Hook, Basingstoke, Hants. ` 

Jadesimi, Oladipupo Adedeji, B.A., A.C.A., 
a1970; with Cooper Brothers & Co, Abacus 
House, 33 Gutter Lane, London EC2. 

Jennings, Peter Morrison Nevill, A.C.A., a1970; 
The Garden Flat, 27 Holland Villas Road, 
London Wr4. 

Johnson, Robert George, A.C.A., d1970; 49 
Lennox Gardens, London SWr. 


Kelly, Robert Edward, A.C.A., a1970; rr Bray 
Hill, Douglas, I.o.M. 

Kingsmill, Patrick Major, A.C.A., a1970; c/o 
M. B. P. Russell & Co Ltd, 6 Austin Friars, 
London EC2. 


Lancaster, John Barry, A.C.A., a1i970; 22 
Besbury Close, Dorridge, Solihull, Warwicks, 

Laws, Peter Stanley, A.C.A., a1970; 49 Kings 
Avenue, Parkstone, Poole, Dorset. 

Lewis, Christopher Wickham. A.C.A., a1970; 
28 Mountcombe Close, Upper Brighton 
Road, Surbiton, Surrey. 

Lewis, Patrick Anthony Proctor, A.C.A., a1970; 
37 Gower Road, Forest Gate, London E7. 
Light, Arthur Nicolas, A.C.A., a1970; 123 
Westwood Road, Seven .Kings, Ilford, 

Essex. 

Llewellyn, Anthony David, A.C.A., 41970; 37 
Kingswood Avenue, Sanderstead, South 
Croydon, Surrey CR2 9DQ. 


Mann, Charanpal Singh, A.C.A., @1970; 55 
Belgrave Road, Victoria, London SWr. 

Marinho, Akintunde Stephen, A.C.A., @1970; 

.21 Military Street, Lagos, Nigeria. 

Marples, Rodney Brian, B.SC., A.C.A., 41970; 
116 Riddings Road, Timperley, Altrincham, 
Cheshire. 

Mayes, Robert Jack, A.C.A. a1970; 76 Swan 
wane, Wickford, Essex. 

Mehta, Rajnikant Shantilal Bhogilal, a.c.a., 
81970; c/o D. Purohit, 14 Neeld Court, 
Neeld Crescent, Wembley, Middx. 

Miller, Richard James, A.C.A., a1970; 20 Lacy 
Drive, Wimborne, Dorset. 

Mitchell, Gregory Hayden, A.C.A., 231970; xi 
‘The Moorings’, Woodford, near Kettering, 
Northants. 

Mitchell, Michael Bruce, A.C.A., @1970; 27 
Evelyn Mansions, Carlisle Place, West- 
minster, London SWr. 

Moll, Rupert John, A.C.A., a@1970; 193 Coombe 

. Lane, West Wimbledon, London SW2o. 

Moss, Gordon Leslie, A.C.A., 21970; 
Cyncoed Road, Cardiff CF2 6BQ. 

Moss, John Fletcher, A.C.A., 41970; 13 Fuchsia 
Gardens, Southampton SO: 2TB. 

Mount, William James, A.C.A., @1970; 5 Up- 
lands Avenue, Werrington, Stoke-on-Trent 
S'T9 oLE. 

Myers, Lawrence Alan, A.C.A., a1970; 95 
Bryan Avenue, London NWro. 


Odds, Richard Barry Madle, A.C.A., a1970; 115 
Brompton Farm Road, Strood, Kent. 

Olver, Andrew Gilbert, a.c.a., a1970; with 
Deloitte, Plender, Griffiths & Co, Albion 
Chambers, Small Street, Bristol r. 

Orton, David Mark, M.A., A.C.A., @1970; 76 
B on Flats, Walton Street, London 
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3. 
Owen, Bruce Harvey, A.C.A., 41970; 39 Monck- 
ton Court, Strangways Terrace, London 


W 14. 
Owen, Christopher Ian, A.C.A., a1970; 26 Little 
Sutton Lane, Sutton Coldfield, Warwicks. 


Paddock, Keith Thomas, A.C.A., 21970; Flat ro, 
Firgrove Manor, Eversley, Hants. 


789 

Page, Christopher Roger, A.C.A., 41970; 4 

Chesham Close, Sandy Lane, Cheam, 
Surrey. 


Parfitt, Gerald Francis, A.C.A., a1970; 19 Crock 
hamwell Road, Woodley, Reading, Berks. 
Parmiter, Anthony De Clifton, A.C.A., arg7o; 

ii The Little Boltons, Londen SWro. 
Patel, Parimal, A.C.A., a1970; 331 Green Lanes, 

London N4. 
Patenall, Roger Oliver, A.C.A., 41970; 54 
Beaconsfield Road, Blackheath, London SE3. 
Payne, Jeffrey James, A.C.A., a1970; 14 Waun 
en Terrace, Waun Wen, Swansea, Glam- 


organ. I 
Peters, John Charles, B.A., A.C.A., a1970; III 
Forest Court, Edgware Road, London Wa. 
Phelan, James Patric, A.C.A., a1970; 19 High 

Street, Weston Favel, Northampton NN3 


378. 

Pietroni, John Andrew Anthony, A.C.A., 41970; 
PO Box 1507, Nicosia, Cyprus. 

Plender, William John Turner, A.C.A., 41970; 
Lower House, Ashley, near Box, Wiltshire. 

Powell, Derek Ronald George, B.A., A.C.A., 
a1970; 8 Lassell Gardens, Maidenhead, 


erks. 

Powell, John Henry, B.A., A.C.A., 41970; Flat 
27, Miller House, Park Farm Drive, Alles- 
tree, Derby. 

Pritchard, Glyndwr, A.C.A., a1970; rr Stonelea, 
Aldridge, Staffs. 

Pullen, John Arthur, A.C.A., a1970; 9 Welson 
Road, Folkestone, Kent. 


Raffray, Jacques Joseph, A.C.A., a1970; 13 
Grenville Place, London SW7. 

Randall, Richard Alexander, M.A., A.C.A., 
81970; 43 Cyril Mansions, Prince of Wales 
Drive, Battersea, London SWirr. 

Ranoe, Peter Geoffrey, A.C.A., a1970; 7 Park- 
lands Road, Chichester, Sussex. 

Richard, Edward Paul, A.C.A., 41970; c/o The 
Shell Company of Sierra Leone, PO Box 
66, Freetown, West Africa. 

Rippe, David, B.A., A.C.A., a1970; I Argyle 
Gardens, Upminster, Essex. 

Rising, David John, A.C.A., 41970; ‘Aldermans’, 
Farndish, near Wellingborough, Northants. 
Roberts, Norman Stuart, B.SC.(ECON.), A.C.A., 
a1970; 7 Basil House, Henriques Street, 

London Er. 

Robotham, (Miss) Annette Marie, A.C.A., 
41970; 2 Rainbow Cotts, North Street, 
Westbourne, near Emsworth, Hants. 

Ross, Alasdair, M.A., A.C.A., a1970; ‘Chase 
Hollow’, The Chase, Kingswood, Surrey. 
Rukin, John Miles, A.C.A., a1970; 2 Wakefield 

Road, Gildersome, Morley, Leeds. 

Russell, Maurice illiam, A.C.A., G1970; 

9 Burnlea Grove, West Heath, Birmingham 31. 


Sadhu, Amar Narn, A.C.A., 21970; with Jones, 
Ross Howell & Co, 133/135 Oxford Street, 
London Wr. 

Sadleir, William Hugh Granby, A.C.A., 81970; 
345a Finchley Road, London NW3. 

St Guintin, raham, A.C.A., a1970; Glebe 
Lodge, Crondall, Farnham, Surrey. 

Schlamm, Leon Paul, A.C.A., @1970; 
Ashurst Drive, Ilford, Essex. 

Seddon, David William, LL.B., A.C.A., a1970; 
317 Archway Road, Highgate, London N6. 

Seguss, Anthony John, A.C.A., a1970; 57 Mera 
Drive, Bexleyheath, Kent. 

Shah, Ramakant Ratilal, A.C.A., @1970; 49 
Teignmouth Road, London NW2. Së 

Shaw, Brian, A.C.A., a1970; 5 Woodgrange 
Close, Thorpe Bay, Essex. 

Shoukry, Kamal, A.C.A. a1970; 5 Lennox 
Gardens, London SWi. 

Simon, Clive Norman, A.C.4., 31970; 7 Crescent 
Rise, Crescent Road, London N3. i 
Smith, David Marfell, A.C.A., a1970; 18 Marine 

Parade, Leigh-on-Sea, Essex. 

Smith, Roger Ackworth, B.A., A.C.A., G1970; 

135 Woodcock Hill, Harrow, Middx. HA3 


164 


oy W. 
Speller, John Stanley, A.C.A., @1970; 34 
Branscombe Gardens, Thorpe Bay, Essex. . 
Spencer, Charles Nicholas, A.C.A., a1970; Nor- 
bury Park, Mickleham, near Dorking, Surrey. 
Spriggs, Alan, A.C.A., 41970; with Dickinson, 
Rawlinson & Hunter, Road Town, Tortola, 
British Virgin Isles, W.I, 


290 


Stewart, Christopher John, a.cia., a1970; Weir 
House, Weir Park, "Hythe End, Wraysbury, 
near Staines, Middx 

Stitt, Iain Paul Anderson, A.C.A., a1970; 27 
Capel Road, Sittingbourne, Kent. - 


Stone, Francis John, A.C.A., @1970; 123 Wells 


Road, Totterdown, Bristol 4. 
Sutton, Robert Gabert, A.C.A., 41970; 31 
Langham Road, Bowdon, Cheshire. 
Swainston, Anthony Henry, A.C.A., 41970; 


24 King, George Road, South Shields, . Co, 
Durham. 


Thompson, Graham Frederick, A.C.A., @1970; 
*Little Barr', Wentworth, Surrey. 

Tolfree, William Norman, A.C.A., @1970; 14 
David Road, Paignton, Devon. 

Trotter, David John, A.C.A., a1970; 47 Salcot 
Road, London SW rı 

Turner, Christopher Charles, A.C.A., 01970; 
c/o ied d of Cornwallis, 23 Collier Street, 

. London N 


Wagstaff, nee George, ACA, GI070: ~ 


Newhouse Farm, Robertsbridge, Sussex. 
Walker, Michael Anthony, B.A., A.C.A., 41970; 
72 Ditton Hill Road, Long’ Ditton, Surbiton, 
Surrey, 
Wall, Richard Ian, À.C.A., 21970; 212 Yardley 
Wood Road, Moseley, Birmingham 13. 
Webb, Martin, B.SC.(ECON.), A.C.A., a1970; 
6 Drews Park, Knotty Green, Beaconsfield, 
Bucks. 
‘Wedgeworth, ` Thomas Noel, B.SC. (ECON. ) 
A.C.A., 81970; 47 Swan Road, London SE:16. 
Westcott, Richard Henry, A GA ., 41970; 96 
East Street, South Molton, North Devon. 
White, "Christopher John Anthony, A.C.A., 
aigo i 16 Waxwell Lane, Pinner, Middx 


53 

Wiggins, Michael Andrew Roy, 4.C.4.; 41970; 
1rb Nutley Avenue, Saltdean, Sussex. 

Wilcox, John Charles, A.C.A., a1970; 8 Heath- 
mount Road, Brighouse, Yorks. 

Wilson, Derek "Robert, B. As, A.C.A., 41970; 104 
St James Road, Mitcham, Surrey. 

Wilson, Ian Andrew Donald, . A. CA. 1970; 
7 Shakespeare Gardens, London N2. 

Worthington-Eyre, Roland, M.A., A.C.A., ar970; 
. 54 Welbeck Street, London Wi. 


Yates, Robert William Frederick, AA. , 41970; 
Cropthorne Court, near Pershore, Worcs. 
Yorston, Gordon Malcolm, A.C.A., 41970; 1008 

Oaklands Grove, London W Wiz. 
^ Youd, Robert, A.C.A., 41970; 32 Parkfield Drive, 
Whitby, | Ellesmere Port, Wirral, Cheshire 
5 
Young, Philip Martin, A.C.A., 21970; “Three 
Elms', Kippington Road, Sevenoaks, Kent. 
Young, ` Stewart Grant, B.SC.(ECON.), A.C.A., 
41970; with Stewart, Young & Co, 16 
Curzon Street, London Wr. 


` Zargharn, Sohrab, A.C.A., 41970; Quin Cottage, 
Sortridge, Horrabridge, South Devon. 


Fellowship 


The Council granted applications from 
15 associates to become fellows under 
clause 6 of the supplemental Royal 
Charter. 


Incorporated Accountant 
Members Becoming 
Chartered Accountants 


The Council granted applications 
from the following incorporated ac- 
countant members to become chartered 
accountants under bye-law 129: 


Dietrich, Michael Peter, r.c.4.; UDC Bank 
` Ltd, roth Floor, Unicorn House, Marshall 
‘Street, PO Box 1115, Johannesburg, South 


Africa 
Gardner, Hedley Pratt, F.C. A. Fosse Way, 
Tudor Hill, Sutton Coldfield, Warwickshire, 


| , ACCOUNTANT. | 


Members Commencing to 
Practise = .  . 5 


The Council received notice that the 


following members had commenced to 


practise: 


Ackenson, Michael, a.c.a., a1969; M. J. 
aer & Partners, 45 Salisbury Road, Harrow, 
i 
Ali, Issifu, M.A., A.C.A., 21963; J. R. Ussher & 
Co, PO Box ‘6014, Accra, Ghana. 


Baker, Edward James, A.C.A., a1970; *Seymour, 
Taylor & Co, 57 London Road, High 
Wycombe, Bucks.  - 

Banks, David, A.C.A., a1967;. Pearson & Banks, 
n Street, Crosshills, Keighley, York- 
SHITE. - 

Barrett, Anthony John, a. GA. .a1967; Lionel 

SEE, Lemon & Co, 221—223 Oxford Street, 

London WiR 2HX. 

Barton, John nar F.C.ÀA., *Pent 
Marwick, Mitchell & 
Lane, London EC2. 

Bird, Barrie John, A.C.A., a1962; Day, Smith ë 
Hunter, Star House, Pudding Lane, Maid- 
stone, Kent. 

Birns, David Martin, A.C.A., 41967; Cohen, 
Arnold & Co, Mitre House, 177 Regent 
Street, London WIR 8BD. 

Bloch, Alan: Geoffrey, A.C.A., a1968; *Elliott 

aR oD House, 246—250 


' 41959; 


Norman Jacobs & Co, Ar 
Regent Street, London 

Bolster, Jack Ronald, F.C.A., 2. Baker, 
Rooke & Co, Canada House, 4 Norfolk 

^ Street, London WC2R 2BB. 

Bourne, David George Frank, A.C.A., ar969; 
Hard, Dowdy x Co, . 39 King "William 
Street, London EC4. 

Brown, Kenneth Hazel, A.C.A., a1960; ‘Pentire’, 
Brinsea Road, Congresbury, Bristol BS19 


s]H. - 

B Michael Fey A.C.A., 01966; Ryecroft, 
Glenton & Co, The M 
Road, Newcastle upon Tyne NE2 4JE. 

Buckler, John Mark, B.A., A.C.A.,. arg69; 
‘Plumb & Co, 3, High Street, Swadlincote, 
Burton-on-Trent, Staffs. 


Cartmell, Gordon, A.C.A., ai965; ‘Temple 
Gothard & Co, (e Norfolk Street, Strand, 
London WC2R 2BJ. 

Chaplin, Roy Nelson, F.C.A., a1947; ‘Cooper 

. Brothers & Co, Abacus House, Gutter Lane, 
Cheapside, London EC2. 

Chatterton, Peter James, A.C.A., a1963; *Price 
‘Waterhouse Peat & Co, Apartado. 1434, 
Lima, Peru, South America. 

Chedzey, Alan Christopher, A.C.A., ar962; 
Harmood Banner & Co, 10 Elmdale Road, 
Clifton, Bristol BS8 ISL. 

Clarke, John . Malcolm, E.C.A., 'aigati: B. 

Sugden & Co, 63 Athol Street, Douglas, 
Isle of Man, - 

Coldicott, Henry Barry, F.C.A., 41952; Coldicott 
& Co, 140A Main Street, Somerset West, 

' Cape, South Africa. 


Dale, John Michael, a.c.a., a1968; H. Kite & 
Co, Bordesley Chambers, Prospect Hill, 
-Redditch, Worcs. 

Dargue, Roger Thomas, B.SC. (ECON. ), ACA., 
a1967;_ Frazer, Dargue & Co, Bank House, 
28 Broadway, Stratford, London Ers. 

De, Debaprasad, A.C.A., 41970; Susman, De & 
Co, 2-13 Albion Buildings, Bartholomew 
Close, Aldersgate Street, London EC1. 

Doe, Peter James, A.C.A., a1969; R. W. 
Barrow & Co, 233 Bethnal Green Road, 
London Ez. 

Dyson, Melvyn Paul, A.C.A., a1962; Vice, 


2NL 


E Allen Wellesley Gordon, F.c.A., a1938; 
*Peat, Marwick, Mitchell & Co, rr Iron- 
monger Lane, London ECa. 


Flint, Brian William, A.C.A, a1961; *Peat, 
Marwick, Mitchell & Co, Rue du Gouverne- 

. ment ` "Provisoire 14, B-rooo, Brussels, 
Belgium. 2 


' Hirst, 
Co, II Ironmonger ` 


ews, 38 Great North 


Marks & Co, 47 Park Square, Leeds Lët 


May 21st; 1970 


Gardener, Robert John, A.C.A., 21967; Owen 
West &' McGregor, 48 South Street, 
Chichester, Sussex. 

Gill, Dennis George, F.C.A., gigs 43 Alinora 
Avenue, Goring-by-Sea, Sussex. 

Grant, Ronald, A.C.A., «1962; 7 Stanhope 
Avenue, Horsforth, Leeds. 

Green, David Leslie Thomas, A.C.A., 21962; 
Green, Jervis & Co, 24 Harborough Road, 
Kingsthorpe, N orthampton. 

Griffiths, David Kenneth Rannie, A.C.A., 
a1969; J. R. Watson & Co, 50 Hazelwood 

Road, Northampton NN: ILT. 


Halliday, Godfrey Leonard, A. C.A., EH 
Gasking Lace & Co, Barclays Bank Cham- 
bers, Moor Street, Ormskirk, Lancs. 

Hamlyn, Malcolm Crawford, A.C.A. a1965; 
Edmund Carr & Co, 13 "Railway Street, 
Chelmsford, Essex. . 

Harris, 'Richard Samuel, A.C.A., «41968; 
Richard S. Harris & Co II Salters Road, 
Whipps Cross, London Er7. 

David Brian Addis, a:c.a., 41962; 
Cooper Brothers & Co; Churchill House, 
‘Churchill Way, Cardiff CFr 4XQ. 

Homer, Joseph William Peter, A C.A., a1969; 
John W. Hinks & Co, 36a Waterloo Street, 
Birmingham 2. 

Hopkins, Ronald Dennis James, A:C.A., ee 
Thomas H. Hoskin & Co, 5 Park Hill 
Road, Torquay, Devon. 


Jamal, Vazirali Mohamed, A.C.A., 41967; 118 
Audley Road, Hendon, London NW4. 

Jeffrey, John ‘Christopher, A.C.A., 01965; 
* Deloitte, Plender, Griffiths, Annan & Co, 
PO Box 1 38, Ndola, Zambia, 

Jessani, Mohamedali Gulamhusein ' Kurji, 
A.C.A, @1968; 138' New Bond Street, 
London Wi. 


Karran, Brian, F.C.A., 481956; B. PE & Co; 
63 Athol Street, Doug as, ‘Isle of Man. ` 

Kirchem (Mrs), Jean Miriam Dolores, A.C.A., 
a1960; Green Cottage, The Chase,. East 
Horsley, Surrey. 

Klage, Graham Christopher William, A.C.A. e$ 
ER 67 Lynton Mead, Ee EEN EE 
N2ao 


Leadbeater, Christo her Charles David, A.C.A., 
a1962; Temple; Gothard & Co, 7-8 ` Norfolk 
Street, Strand, London WC2R 2BJ. 

Lester, ` Martin, A.C.A.,- a1i968; 
Plummer & Co, 73 Gillygate, York. 


SN, W. 


Lewis, John Brian, F.C.A.,; -a81956; Aston, 


Parkinson & Gadd, ‘Selby Towers’ » 29 
Princes Drive, Colwyn Bay, Denbighs. 

Lithgo, Stuart John, A.C.A., ar968; Baines, 
Goldston & Jackson, 43 Yarni' ‘Lane, 
` Stockton, Tees-side TS18 3EA. I 

Luckett, Nigel Frederick, A.C.A., 81964; 
Thomson McLintock & Co, 5 St Philip’ s 
Place, Birmingliam 3. 


Malthouse, John Christopher, B.A. DE) 
A.C.A., 41967; Finney & Son, Io Rumford í 
- Place, Liverpool L3 9DG. 
Manners, Norman, A.C.A., a1961; *Gwyn F. L. 
Hendries & Co, Midland Bank Chamber 
High Street, To , Merionethshire, 
Marriott, Simon Granville, A.C.A., a1960; 
Cobden, Board & Co, Fountain House, 
Broomgrove Road, Sheffield Sro 2L5, 
Milligan, David, A.C.A., a1i969; Ryecroft, 
Glenton & Co, The Mews, 38 Great North 
Road, Newcastle upon Tyne NE2 4JE. 
Minty, ' Raymond James, A.C.A., a1969; 42C 
Bridge Street, Newport, Mon NPT 4NY. 
Moore, Barrie - Nicholson, A.C.A., a1965; 
Forrester Boyd & = 26 South St Mary’s 
Gate, Grimsby, Lin 
Moore, Keith John, A. oe 681968; K. J. Moore 
& Co, r2 Duke Street, "St Jemes s, London 
S 


Wi. 

Moxham, Donald Sidney, F.C.A. 4 as 1952 
Bicker & Co, Hinton Porangi, Hinton Road, 
Bournemouth, Hants BHr 2D , 

Muller, Robert, A.C.A., a1969; 9 "The Chine, 
Winchmore Hill, London Nar. - 

Munns, David William, A.C.A., 21968; Phillips 
& Halliday, Westminster Bank Chamb bers, 
Wellingborough, Northants NN8 1AH. 


May 21st, 1970 ` : 


a 


Owen, Richard Lawrence,. A.C.A., 21968; 14 
Harford Walk, Hampstead Garden Suburb, 
London N2. ` 


Palim, Ralph Godfrey, r.C.A., a1956; *Price 
Waterhouse & Co, 60 Rue Ravenstein, B- 
Üiooo Brussels, Belgium. is | 

Patel, Dinkarrao Chhotabhai, A.C.A., ar966; 

inkarrao C, Patel & Co, 21 Gainsborough 
Gardens, Golders Green, London NWir. 

Payling, John Edward, M.A., A.C.A:, 21967; 
Payling, Hepworth & Moulton, 36 Bond 
Street, Wakefield, Yorks. 

Peel, Wilfrid David, A.C.A., 41968; rr Victoria 
Road, Elland, Yorks. . . 
Proffit, Philip Tony, F.C.A., a1959; J. Howard 
Worth & Co, “The Heysoms’, 163 Chester 

Road, Northwich, Cheshire. 


Rands, Peter Geoffrey Graham, A.C.A., a1961; 
Arthur Young McClelland Moores & Co, 
63 Temple Row, Birmingham 2. f 

Reade, Brian Stanley, A.C.A., a1970; Baxter 
Crawford & Co, 23 Lockyer Street, Ply- 
mouth, Devon. ` 

Roberts, William Frederick Anthony, A.C.A., 


41964; Carpenter, Box & Co, Liverpool 
Chambers, $ Liverpool Gardens, Worthing, 
Sussex. - 


Ruse, Brian Edward, A.C.A., a1967; 90 Cranley 
Gardens, London Nro. ` 


Sarsfield, Leslie James, A.C.A., a1967; A. G. 
Hirst & Co, 31 North John Street, Liverpool 
L2 6RG. > 

"Scrutton, Anthony Muir, F.c.a., a1958; 
Cooper Brothers & Co, Abacus House, 
Gutter Lane, Cheapside, London EC, 

Sethi, Kuldeep Kumar, A.C.A., a1965; *Elliott 
Norman Jacobs & Co, Argyll House, 246-250 
Regent Street, London WIR 5DA. 

Sharman, Arthur Vernon, B.COM., F.C.A., 01954; 
Cooper Brothers & Co, Lyndon House, 62 
Hagley Road, Edgbaston, Birmingham 16. 

Shaw, Edward Anthony Ravell, F.c.a., a1953; 
26 Brighton Road, Addlestone, Surrey. 

Sills, Michael Robert Thatcher, A.C.A., a1960; 
*Price Waterhouse & Co, 60 Rue Ravenstein, 
B-rooo Brussels, Belgium. i 

Slater (Miss), Jacqueline Suzanne, A.C.A., 
41968; . Nelson & Co, 87 Knox Road, 
Wolverhampton, Staffs WV2 3EE. 

Smith, John Cedric, A.C.A., a:962;. Morris, 
Gregory & Co, 368 Lees Road, Oldham, 
“Lancs. l ; f 

Smith, William Henry, B.SC.(ECON.), A.C.A., 
-a1969; tEvans, Weir & Partners, Kent 


House, 49 Kent Road, Southsea, Hants. 
PO3 6YX | 


3 : j 

Stephens, Joseph Edward Cyril, r.c.4., aS1953; 
Allfields, Lloyds Bank Chambers, Bridge 
Street, Newbury, Berks. i š 


Terry, Leonard Frederick, ¥.c.a., 41935; 10 
Sillwood Place, Brighton BN: LH, 
Sussex, 

Thornton, Alvin Richard, F.C.A., a1958; A. G. 
Sayers, Seaton & Butterworth, 62 Brook 
Street, London WrY 2DB. 

Turnbull, Richard James, A.C.A., @1963; J. 
Noel Paul & Co, 35 Galgate, Barnard Castle, 
Co Durham. 

Turner, William George Maxwell, A.C.A., 
41970; tArmitage & Norton, PO Box ro, 
Station Street Buildings, Station Street, 
Huddersfield HD: 1LZ, Yorks. 


Wagstaffe, Alwyn Trevor, B.COM., A.C.A., 
a1960; Cobden, Board & Co, Fountain 
Houte, Broomgrove Road, Sheffield Gro 


2LS. 
Walsh, Peter Banbury, B.A., A.C.A., @1962; 
Cooper Brothers & Co, Abacus House, 
. . Gutter Lane, Cheapside, London EC2. >` 
Walters, Robert Michael, M.A., A.C.A., a1962; 
s Glen Drive, Stoke Bishop, Bristol 9. ` 
Warburton, Peter, A.C.A., a1969; Davies, 
Warburton & Co, Britannic Chambers, 
39-41 Chester Street, Flint, Flintshire. 
Waterworth, Michael, F.C.A., 21959; Ashmole, 
Edwards & Goskar, Cornhill Chambers, 
Christina Street, Swansea SA: 4ER, Glam. 
Weir, Alexander Lewis, A.C.A.: @1963; 
Thomson McLintock & Co, 5 St Philip's 
lace, Birmingham 3. ` 
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Whatton, Terence John A.C.A., 1970; 
Harrison, Duncan & Toplis, Bradiey's 
‘Chambers, 4 Silver Street, Gainsborough, 
Lincolnshire. 

Wheeler, Malcolm Graham, A.C.A., ar961i; 


TDeloitte, Plender, Griffiths & Co, 128. 


Queen Victoria Street, London EC4, 

White, Michael `. Duncan, A.C.A., 1969; 
Bryden, Johnson & Co, 13 Southampton 
Place, London WCrA 2AN. 

Williams, David Nigel, a,c.a., a1966; W. T. 
Walton & Son, PO Box 18, 3—7 Scarborough 
Street, Hartlepool. 


Re-admissions to Membership 


Subject to payment of the amounts 
required by the Council, one former 
member of the Institute was read- 
mitted to membership under clause 
23 of the supplemental Royal Charter 
and one former member under bye- 
law 38. One application under clause 
23 was refused. l 

It was reported to the Council that 
the following re-admissions, made at 
the Council meeting on April 8th, 
1970, Subject to .payment of the 
amounts required, had become 
effective: | | f 
Bakker, Frans Teunis, F.C.4., GPO Box 559, 
, Karachi r, West Pakistan. 


Irons, Robert John Michael, a.c.a., 71 Wimpole 
Street, London W 


Resignations 


The Council accepted the resignations 
from membership of the Institute of: 
Alexander, Herbert Salisbury, F.C.A., @1927; 


45 Bredfield Road, Woodbridge, Suffolk. 
(Retired). 






.. Burbery, Robert Henry Peters, F.c.a., aS19203 


8o Walnut Road, Torquay, Devon. (Retired). 

Clegg, Owen  Hargreaves, F.C.A., a81951;. 9 
Caterways, Horsham, Sussex.’ ` 

Meleleu, Sam, r.C.A., 21926; 154 Market Street, 
Tottington, Bury, Lancs. (Retired). 

Nicholls, Frank William, F.c.a., 681925; ‘Mill 
Garth’, Mayfield| Drive, London Road, 
Shrewsbury. | 

Parrott, Francis Henry, Sea, @IgII; 25 
Floral Court, Oakhi!l Road, Ashtead, Surrey. 

Walton, Harold Goodwin, M.A., F.C.A., a1949; 


531 Southborough] Drive, West Vancouver, 
BC, Canada. 






Deaths of Members 


C.B.E. E] 


Alderson, James ichard, F.C.A., 
Boscombe, Bournemouth. 
Ali, Rushdi Zahid, A.c.a., Lahore, West 


Pakistan. 
Allen, William Gilbert, F.c.4., London. , 
Andrews, Clifford James Bertie, F.c.a., Park- 
stone, Poole, Dorset. i 
Andrews, Eric Victor| Mark, F.C.A., London. 
Ashworth, Frank, F.c.A., Lytham, Lancs. 


Barnett, Ernest Edward, F.c.a., London. 
Bashforth, Harold; r.¢.a., Sheffield. 

Bassham, Ernest Gordon, F.C.A., St Albans, 
Herts. 
Beeching, Edgar, F.c.a., Umtali, Southern 

Rhodesia. | f 


^ s 191 


Renae Joseph Henry, r.c.4., Wakefield, York- - 


shire. I 
Buck, Frank William, F.c.a., Manchester. 
Burrough, Maurice William, M.B.E., F.C.A., 
Bridport, Dorset. 
Burrows, William, F.C.A., Manchester. 
Butler, Victor Spencer, B.A., F.C.A., London. 


Cooper, Francis Ernest, F.C.A., King's Heath, 
Birmingham. 

Cooper, Percy Singleton, F.c.a., Liverpool. 

Cooper-Parry, Percy Caleb, O.B.E., M.C., J.P., 
F.C.A., Quarndon, Derby. . ` 

Crowther, William, F.c.a., Iver, Bucks. 


Davies, Ian Lester, F,C.A., Knutsford, Cheshire. 
Davison, Claud Ernest, F.C.A., Leicester. 
Dean, Reginald, F.c.a., Nettleham, Lincoln. 


Edey, Dennis, F.c.A., Sutton, Surey. 


Fellows, Joseph Herbert, F.c.a., Chelmsford, 
Essex, 
Freedman, Ernest, F.C.A., Leeds. 


Greenwood, Jack, F.c.A., Heywood, ‘Lancs. - 

Griffiths, Thomas William, F.c.a., Ruislip, 
Middlesex. 

Grimes, Walter Crawford, F.c.A., South 
Shields. . 


Hill, Peter Withers, A.C.A., Dar-es-Salaam, 
Tanzania, 


Jordon, James, F.S.A.A., Hull. 


Lambert, George, F.C.A„ Great Ayton, 
Middlesbrough. 
Langdon, Ralph Talbot, F.c.A., Wirral, 

Cheshire. | 


"Lee, Herbert, F.c.a., Blyth, Northumberland. 


Leeson, Peter John, F.c.4., Banstead, Surrey. 
Lomax, Livesey Anderson, F.C.A., Liverpool. 


McLellan, Malcolm, a.c.a., Portsmouth, Hants. 
Mathesori, William Auguste Torquil, F.c.A., 

Staines, Middlesex. f i 
Mellor, Leonard Frederick, F.C,A., Cheltenham, 


los, 
Miller, Thomas Ridley Wood Burton, C.B.E., 
F.C.A., Winchcombe, Cheltenham, Glos. — 
Morison, Hector McDonald, r.c.4., Hamptons, 
. near Tonbridge, Kent. 


Parkes, Bernard, €.v.0., 0.B.E., F.C.A., Swanage, 
Dorset. : . 

Patterson, William,:F.C.A., Hexham. 

Payne, Joseph, ¥.C.A., Watford, Herts. 

Pexton, Donald Henry, F.c.a., Purley, Surrey. 

Poulton, Cecil John Rhodes, B.sC.(ECON.), 
F.C.A., Johannesburg. 


Ransom, Raphael Leicester, F.C.A., Boulogne- 
sur-Seine, France.  . : 
Reynolds, Peter Francis, F.c.A., Wansford, 
"Peterborough. : , 
Rowe, Harry Masterman, F.C.A., Prestatyn, 


North Wales. 


Salmon, Harold Aquila Clapshaw, 
Gorleston, Great Yarmouth. te e 
Sayers, Joseph Ernest Herbert, F.c.a., Newton 
Abbot, Devon. i - 
Senior, John Gelder, r.c.A., Halifax, Yorkshire. 
Sibley, Frank Anthony, F.c.a., London. 
Sidwell, Ronald, F.C.A., Leicester. — . — 
Steen, Claude Irving, F.c.a., Goring-by-Sea, 
Worthing, Sussex. 


Tootill, Sidney, F.c.a., Bracklesham Bay, ‘near 
Chichester. 


Waddington, Alfred, F.c.a., Bingley, Yorks. 

Walker, Arthur Percival, M.A., F.c.A., New- 
castle, Staffs, I 

Watson, Joseph Christopher, F.c.a., Harrow, 
Middlesex. f 

Webster, George William, F.c-a., Marlow, 
Bucks. 

Wilkinson, 
Hempstead, Herts. . Dé 

Williams, Brigadier Frederick Christian, C.B., 
C.B.E., M.C., F,C.A., Canterbury, Kent. —— 

Wilson, Eric John, F.C.A., King’s Norton, Bir- 


mingham. | 
Woods. William, F.C.A., Gatley, Cheadle, 


Young, Cecil Courtney Osborn, F.C.A., Seaford, 
Sussex. ` 


F. C.A. y 


Frederic Walter, F.C.A., Hemel 
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FINDING AND DECISION OF THE 


DISCIPLINARY COMMITTEE 


Finding and Decision of the Disciplinary Committee of the Council of 
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(c) And in that he without good 
cause failed to reply to or take 
action upon a letter dated 3rd 
December 1969 addressed to him 
by the Institute. 


the Institute at a hearing held on March 17th, 1970. 


A formal complaint was preferred by 
the Investigation Committee of the 
Council of the Institute to the Dis- 
ciplinary Committee of the Council: 

That Donald George Redwood a 
member of The Institute of Chartered 
Accountants in England and Wales has 
been guilty of acts or defaults discredit- 
able to a member of the Institute 
within the meaning of clause 21 (3) of 
the Supplemental Royal Charter 


Institute 


(a) In that he without good cause 
failed to reply to or take action 
upon a letter addressed to him 
on 2nd December 1969 by the 


(b) And in that he without good 
cause failed to complete in a 
reasonable time accounts in 
respect of a limited company, 
work he had been entrusted with 
in his professional capacity 


Finding 

- 'The Committee found that the formal 
complaint against Donald George 
Redwood, A.C.A., had been proved 
under all headings. 


Decision 


The Committee ordered that Donald 
George Redwood, A.C.A., of 1/2 Moore 
Buildings, Gilbert Street, Mayfair, 
London W1Y 1RB, be reprimanded. 


The Chartered Accountants’ 
Benevolent Association 


Annual Meeting 


HE eighty-fourth annual general meeting of The 

Chartered Accountants’ Benevolent Association was 
held at the conclusion of the Institute’s annual meeting on 
Wednesday of last week. 

In the course of his ad- 
dress, the President of the 
Association, Mr R. W. L. 
Eke, F.c.A., said: 

You will notice that the 
report this year has been 
shortened by the elimination 
of repetitive information on 
cases which continue to be 
assisted over the years. In- 
stead, attention is drawn to 
a cross-section of cases, most 
of which first arose during 
1969. This has made a sub- 
stantial reduction in the print- 
n Mm ing costs of the report without, 
di k dé I hope, detracting in any way 
terest to you and to the profession at large. 

The income and expenditure account shows a deficit 
for the year of £1,553 and this is in part due to the fact, 
as noted in the report, that there was a delay because of 
staffing difficulties, in the collection of subscriptions of 
approximately £1,950 attributable to the financial year to 
December 31st, 1969. But the main reason for the deficit 
is an increase of over {£5,000 in the amount of relief given 
during the year — and 1 am sure this is something which 
will have your whole-hearted approval. Not only have more 
cases been assisted during the past year — 190 compared 





with 166 in the previous year and an average of 140 in the 
three preceding years — but the scale of relief has been 
substantially increased. 

The adequacy of this scale is a matter which is constantly 
under consideration by the Management Committee and in 
August last year a new scale showing substantial increases 
over the whole spectrum of relief payments was brought 
into effect. For example, the basic scale for a single person 
is now {600 p.a. and this is increased, for instance, where 
the rent payable is in excess of the amount allowed for in 
the basic figure or where special circumstances exist which 
merit additional consideration. The allowances for children, 
which are graded according to age and the number of 
children in the family, now range from {230 p.a. for the 
first child under 5 years of age to £340 p.a. for the first 
child of 16 years and over with proportionate allowances 
for other children in the family. There are also special 
grants in Social Security cases to the extent permitted by 
the Department of Health and Social Security to cover 
holidays, hire of TV sets, telephone and other amenities 
which help to make life for the recipients more pleasurable 
and more worth while. 

All relief payments are, of course, tax free and-it must 
be a matter of satisfaction to you, as members of the 
Association, that relief on such a scale has been made 
possible by your generosity and support and by the genero- 
sity of those benefactors, both large and small, who have 
contributed over the years to the building up of the Asso- 
ciation’s funds. 

The Association’s investments stood in the books at 
December 31st, 1969, at £322,209 compared with a middle 
market value of £763,726. Although this showed a con- 
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siderable drop compared with the value at December 31st, 
1968, substantial market variations are inevitable with a 
portfolio of this size. The policy of the committee is aimed 
at producing a well-balanced portfolio of first-class securi- 
ties giving a reasonable annual yield with good prospects of 
long-term growth and this I believe has been achieved. 

Following the last annual general meeting, the Secretary 
received a letter from a member asking whether a procedure 
could be established by which the next of kin of a deceased 
member would be informed automatically of the benefits 
available in approved cases to his dependants. The Commit- 
tee had been considering for some time past, ways and means 
of making more widely known the services and financial 
help which the Association was able to provide to those 
in need and I am grateful to this particular member for 
adding a greater measure of urgency to the Committee’s 
deliberations. You will have seen from the report that a 
procedure has now been established with the help and co- 
operation of the Institute so that in every case of the death 
or resignation of a member a special note from the Asso- 
ciation is enclosed with the other correspondence sent to 
the next of kin or to the legal personal representative or to 
the resigning member as the case may be, drawing attention 
to the help available in cases of need. 

The free publicity given by the professional Press from 
time to time, to the work of the Association, and for which 
we are most grateful, is of considerable help in reminding 
members of the profession of the Association’s existence 
and of the assistance available to those in need. 


Organizations supported 


I would like to say a few words, in elaboration of the 
details given in the report, on the three organizations 
which are supported by the Association and which provide 
in their differing ways for the elderly, the infirm, and the 
retired. Many of those members of the profession and their 
dependants who receive assistance from the Association are 
able with financial help to fend for themselves in their own 
homes. But there are some, more especially widowers and 
widows, who by reason of infirmity are not able to look 
after themselves and require trained assistance and the 
eight places on which the Association can call in the Engle- 
field Green and Brighton homes of Crossways Trust provide 
an ideal means of meeting this need; all these eight places 
are at present filled by the Association's nominees. 

The able-bodied elderly person is catered for at the homes 
at Worthing and St Leonards-on-Sea; although these 
places are primarily for beneficiaries of the Association, 
they can be made available to eligible persons who cannot 
afford to pay the normal commercial rates for the care and 
attention which they need. The charges presently made by 
Crossways Trust vary from £11: 18s per week for active 
residents to {19 8d 6s per week for advanced infirm 
residents. 

Accommodation for the elderly is also available through 
the Hanover Housing Association in which the Association 
has taken an interest. This is a non-profit-making concern 
which provides small groups of bungalows and flats through- 
out the country for elderly people who cannot afford 
normal commercial rates for the accommodation and care 
needed. There are at present 42 schemes and a further 20 
are due for completion this year. 

One of the problems which so often confronts the retired 
person is to find suitable accommodation in the appropriate 
environment at a cost within his limited means. The work 
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of the Housing and Community Association, in which your 
Association has taken some nomination rights, is based on a 
prolonged study of the urgent problem of housing retired 
people from professional, Civil Service, bank, insurance and 
similar background. Its purpose is to provide such oppor- 
tunities as will ensure a continuing active and interesting 
life in retirement by forming lively housing communities 
with social, recreational, occupational and other amenities. 
The Benevolent Association will not supplement a person's 
income to enable him to obtain this accommodation but it 
is prepared, in a suitable case, to give a nomination which 
takes the place of the substantial deposit otherwise required 
of a tenant. 

Within the scope of these three organizations therefore 
the Association is able to help the infirm, the elderly and 
the retired person to find the accommodation and the care 
most suited to his particular needs; leaving aside the 
question of financial help which is given in necessitous cases, 
this service is an important and valuable part of our work. 

In this era of the Welfare State, where assistance in 
numerous forms is available literally from the cradle to the 
grave, there is an understandable tendency for many people 
to regard charitable assistance as outmoded if not indeed 
unnecessary. It is difficult not to have some sympathy with 
those who hold this view; nevertheless, State assistance is 
too often insufficient to enable those in real need to main- 
tain a reasonable standard of living while their fortunes 
are at a low ebb through circumstances beyond their control. 
I would therefore like to repeat the appeal I made last year 
to those members of the profession who do not at present 
contribute to the Association, to give specíal consideration 
to the part which it plays and has played over many years 
in helping the less fortunate members of our profession 
and their dependants. 

In conclusion, I would like to convey to my colleagues 
on the Management Committee my sincere thanks for their 
support and counsel during the past year; serving on the 
Committee and undertaking various ancillary jobs arising 
from the Association's work is no sinecure and makes con- 
siderable demands on their time and services. I would like 
also to express our thanks to those members of district 
societies who act as referees and assist our beneficiaries in 
many ways. And last, but by no means least, a special 
word of thanks to the Secretary and his staff and to Mr 
Harvey of the Institute, who assists in matters concerning 
the investments and the farms, for their loyal and efficient 
service throughout the year. 


Report and accounts adopted 


Mr Eke then proposed, and the President of the Institute 
seconded, the adoption of the report and accounts and the 
resolution was carried unanimously. 

A member spoke appreciatively of the assistance and 
kindness afforded to him personally by the Association 
during a prolonged period of serious illness. 


Elections 


Re-election of members of the management committee was 
carried, as was the appointment of the auditors for a fee 
increased from £350 to £425. 

Proposing a vote of thanks to the President, members of 
the committee and officers of the Association, Mr W. R. 
Pugsley, F.C.A., referred to ‘the great human understanding 
and personal interest’ which they invariably displayed in 
the cases of need brought to their notice. 
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STUDENTS AND 
INTEGRATION 


THE fifth meeting of the Joint Students’ 
Working Party was held at the offices 
of The Chartered Accountant Stu- 
dents' Society of London on Thursday 
of last week with the Chairman of the 
Working Party, Mr John Scott-Baird, 
A.C.A. A.C.LS., in the chair. 


The following were present: 


Mr E. H. Akers, F.LM.T.A., F.R.V.A., 
A.I.A.C., President of the London Stu- 
dents’ Society of The Institute of 
Municipal Treasurers and Accountants; 
Mr G. R. Coe, F.c.w.A., a member of 
the Council of The Institute of Cost and 
Works Accountants; Miss K. M. 
Davidson, B.A., Education Officer of 
The Institute of Cost and Works 
Accountants; Mr J. Kingdon, a regist- 
ered student of The Institute of Cost 
and Works Accountants, and Hon. 
Secretary of The London and District 
Students’ Society; Mr J. P. B. 
McAlinden, a student of The Associa- 
tion of Certified and Corporate Ac- 
countants; Mr E. G. Saul, A.I.M.T.A., 
Hon. Secretary of the Joint Committee 
of Students’ Societies of The Institute 
of Municipal Treasurers and Account- 
ants; Mr T. W. Sowerby, F.C.A., 
F.I.M.T.A., F.R.V.A., D.I.A., a member of 
the Council of The Institute of Munici- 
pal Treasurers and Accountants; Miss 
Elizabeth Thurston, F.C.A., F.A.C.C.A., 
representing T'he Association of Certified 
and Corporate Accountants; Mr Derek 
du Pré, Hon. Secretary of ACASS, 
and Secretary of The Chartered Ac- 
countant Students’ Society of London, 
Hon. Secretary of the Working Party. 


Among the matters discussed was a 
paper entitled ‘A new students’ or- 
ganization’ which had been prepared 
by the Chairman. Having considered 
it in detail and having suggested 
various amendments, the Chairman 


was invited to submit a second draft 
for their next meeting. 

The Chairman submitted a letter 
on integration information for students 
of integrating bodies which he had 
prepared at the request of the Working 
Party, for approval for sending to the 
Secretaries of the integrating bodies. 
After discussion and some amend- 
ment, this was approved and it was 
agreed that the letter should be posted 
to the secretaries of the Societies 
involved. 

The representatives of the four 
accountancy bodies at the meeting 
agreed to prepare and submit to the 


Mr Stuart McDonald, BA A.C.A., Chairman of the Committee of The Chartered Ac- 
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Chairman a résumé of the present 
position of the integration proposals 
so far as they concerned students with 
the intention of having available 
information on how they will be 
affected by integration, and how they 
could best liaise with their student 
bodies. 

It was agreed that it was now 
opportune for the Working Party 
to establish direct contact with the 
Joint Steering Committee with the 
intention of informing this Committee 
of their activities. 

The next meeting will be held at 
43 London Wall on July 2nd. 


SOUTH EASTERN STUDENTS 


THE Eastbourne Branch of the South 
Eastern Chartered Accountant 
Students' Society is to hold a car 
treasure hunt next Saturday, May 
3oth, commencing at 7.30 p.m. at the 
Boship Roundabout on the A22 
Eastbourne to London Road. Those 
members of either the Branch or the 
Society wishing to participate in the 
'hunt' should contact, without delay, 
the sports and social secretary, Mr 
Peter Hurrey, c/o H. S. Humphrey & 
Co, 106 South Street, Eastbourne, 
Sussex. 





countant Students' Society of London, enjoying a joke with Mr Percy F. Hughes, 
Editor-in- Chief, and Mr Arthur E. Webb, Editor of 7he Accountant, on being received 
at the Mansion House last Friday on the occasion of the presentation of 7he Accountant 
Annual Awards for company reports and accounts. Other student representatives who 
attended the presentation ceremony were Mr John Scott-Baird, A.C.A., A.C.I.S., 
Chairman of the Joint Students' Societies Working Party, Mr David J. E. Gilks, Treasurer 
of the Association of Chartered Accountant Student Societies, and Mr John Loveridge, 
Vice-Chairman of the London Students’ Committee. 
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Notes 
and 


Notices 


PROFESSIONAL NOTICES 


Coopers & LYBRAND announce that 
their Barbados firm has merged its 
practice with that of BovELL A SKEETE 
with offices in Barbados, Dominica, 
Grenada, St Lucia and St Vincent. 
The practice will be carried on in the 
names of Coopers & LYBRAND and 
BoveELL & SKEETE. The resident 
partners are Mr NEVILLE DESMOND 
Tupor, Mr Davin EDWIN VICTOR 
CuKE, Mr ALAN FRASER LEEs and Mr 
MALCOLM CHARLES NORMAN 
WHITFIELD. 


Curzon, Rix & Co, Chartered 
Accountants, announce that Messrs 
M. C. J. BARBER, F.C.A., D. J. POWELL, 
F.c.A., and D. J. N. TsCHAIKOWSKY, 
F.C.A., partners in KIDSONS, have 
joined the firm. The firm will practise 
at 6 George Street, Colchester, Essex, 
and r4 Lower Brook Street, Ipswich, 
Suffolk, as hitherto, and at Sardinia 
House, 52 Lincoln’s Inn Fields, 
London WC2. 


J. A. KINNEAR & Co, Chartered 
Accountants, of Dublin, announce 
that with effect from May Ist, 1970, 
the firm of MAURICE SHEEHAN & Co, of 
Dublin, has merged their practice with 
them. Accordingly, Messrs MAURICE 
SHEEHAN, B.COMM., F.C.A., SEAN 
SHEEHAN, F.C.A., and SEAN KELLEHER, 
B.COMM., A.C.A., have been admitted 
as partners in J. A. KINNEAR & Co. 
These partners have also joined the 
firms of STRITCH, SHEIL, KINNEAR & 
Co, WHINNEY Murray & Co and 
WHINNEY MURRAY Ernst & ERNST 
from the same date. 


LEECH PEIRSON Evans & Co, Char- 
tered Accountants, of Coventry and 
London, announce with regret that 
Mr KENNETH Š. PEIRSON, F.C.A., 
retired from the firm on May "tb, 
1970, due to ill health, after 49 years’ 


association with the firm. 
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MAURICE SHEEHAN & Co, Chartered 
Accountants, of Lower Merrion Street, 
Dublin 2, announce that with effect 
from May Ist, 1970, they have merged 
their practice with that of the firm of 
J. A. KiNNEAR & Co. Accordingly, 
their address has been changed to 
1-2 Leinster Street, South Dublin 2. 


MELLsTROM & Co, Chartered Ac- 
countants, of Alexandra House, Guild- 
ford, Surrey, and 15 Red Lion Square, 
London WC1, announce that A. C. A. 
BOURNE, A.C.A., was admitted to 
partnership on May 4th, 1970. 


R. Kincstey Mitts & Co, Char- 
tered Accountants, of 614 Stratford 
Road, Sparkhill, Birmingham 11, an- 
nounce that BRIAN W. KEMP, A.C.A., 
has been admitted as a partner in 
the practice. 


PANNELL FITZPATRICK & Co, Char- 
tered Accountants, announce that Mr 
Davip GRAHAM MICHAEL HUTCHISON, 
A.C.A., is now a partner in their Kenya 
firm at Hughes Building, Muindi 
Mbingu Street, PO Box 4286, 
Nairobi, Kenya. 


WiLsoN, De ZoucHE & MACKENZIE 
announce that their London office is 
now at Bedford Chambers, Covent 
Garden, London WC2E 8HA, tele- 


phone 01-240 2734-7. 


APPOINTMENTS 


Mr J. A. Bodlender, B.sc.(ECON.), 
A.C.A., has become a non-executive 
director of Centaur Computers Ltd, 
and has been elected chairman of the 
company. 

Mr K. N. Clare, F.c.w.A., has been 
appointed finance director of the food 
division of Reckitt & Colman Ltd. 


Mr C. T. Fletcher, M.A.(HONS), 
A.I.M.T.A., deputy director of finance of 
the Gas Council, has become director 
of finance of the Wales Gas Board. 
He succeeds Mr Dudley Fisher, 
A.I.M.T.A., who was recently appointed 
deputy chairman of the Board. 


Mr M. J. Habberton, A.C.A., has 
become group financial controller and 
secretary of Pressac Holdings Ltd. 


Mr P. D. Taylor, F.c.A., has become 
managing director of Lodge-Cottrell 
Ltd, and chairman of its subsidiary 
company Buell Ltd. 

Mr J. E. Hooper, F.c.a., has been 
appointed a director of Balfour Dar- 
wins Ltd. 

Mr I. G. Manklow, F.C.A., has been 
appointed secretary of the National 
and Commercial Banking Group Ltd. 
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Mr C. J. M. Bennett, B.A., F.C.A., 
a partner in Barton, Mayhew & Co, 
has been appointed by the Minister of 
Overseas Development as Deputy 
Chairman of the Commonwealth De- 
velopment Corporation for the period 
from May ist, 1970, to March 31st, 


1971. 
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Mr C. J. M. Bennett. Mr Ralph Temple. 


Mr Ralph Temple, F.c.A., who has 
been a director of a number of Tesco 
subsidiary companies during the past 
eight years, has been appointed secre- 
tary of Tesco Stores (Holdings) Ltd. 
He succeeds Mr Laurence Don, F.C.A., 
who continues as financial director of 
the company with additional responsi- 
bilities. 


SOUTHERN SOCIETY 
OF CHARTERED ACCOUNTANTS 


Annual Report 


Membership of The Southern Society 
of Chartered Accountants at December 
31st numbered 870, according to the 
Society’s recent annual report. 

Once again the residential three-day 
courses in spring and autumn at 
Southampton University proved of 
considerable value to members. At the 
spring course on ‘Business planning 
and control’, the speakers included 
Mr A. C. Essex, F.c.A., now the 
President of the Society, whose sub- 
ject was ‘Planning conversion to 
decimal currency’, and members had 
the opportunity of hearing Mr C. 
Croxton-Smith, M.A., LL.B., F.C.A., J.P., 
Vice-President of the Institute, and 
discussing with him matters of pro- 
fessional interest. 

Five speakers at the autumn course 
dealt with *Services to clients', amongst 
whom were Mr David O'Brien, LL.B., 
F.c.A., of ICFC, who considered the 
problem of 'Raising finance for the 
smaller business’, and Mr E. E. Ray, 
B.COM., F.C.A., of Spicer and Pegler, 
who was concerned with “To liquidate 
or not — the arguments and con- 
sequences’. 

Although the Society’s local member 
groups at Bournemouth, Dorchester, 
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Isle of Wight, Portsmouth, Salisbury 
and Southampton had an active year, 
the Andover and Basingstoke group 
did not function. However, discussions 
have taken place between the secretary 
of the Southern Society and chartered 
accountants in the area, and it is 
hoped from these discussions and 
inquiries from Institute members 
generally to reform the group in the 
coming year. 


SOUTH EASTERN SOCIETY OF 
CHARTERED ACCOUNTANTS 


A luncheon and lecture meeting on 
the subject of ‘Valuation of unquoted 
shares for tax purposes’ is being held 
by the South Eastern Society of 
Chartered Accountants on June 2nd, 
at The Tudor House, Bearsted, near 
Maidstone. The guest speaker will 
be Mr P. B. Smallwood, LL.B., Senior 
Valuer at the Estate Duty Office. 

Further information is available 
from Mr R. H. Buxton, F.c.a., 
Assistant Secretary, 15 Wrotham Road, 
Gravesend, Kent. 


SOUTH WALES AND 
MONMOUTHSHIRE SOCIETY OF 
CHARTERED ACCOUNTANTS 


The report of the committee for the 
year 1969-70, presented at the recent 
annual meeting of the South Wales 
and Monmouthshire Society of Char- 
tered Accountants, shows that at 
December 31st last, membership num- 
bered 932 compared with go4 a year 
earlier. 

The Regional Technical Advisory 
Committee held four meetings during 
the year and a full programme of 
lecture meetings on topics of pro- 
fessional interest was held at Cardiff 
and Swansea. In addition, informal 
meetings were arranged with the 
local Association of HM Inspectors of 
Taxes. The Society’s luncheon club 
and the three dining clubs continued 
to be well supported. 

On the training of articled clerks, the 
report states that Intermediate re- 
vision courses at the Glamorgan 
College of Technology have failed to 
receive the support they deserve. The 
nine-month block release course had 
only six applicants and unless more 
students enrol, courses at this college 
may well have to cease. Courses at 
Swansea have similarly received poor 
support, some even having to be 
cancelled due to insufficient enrol- 
ments. The committee earnestly re- 
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quests all practising members to 
draw the attention of their articled 
clerks to the existence of these courses. 


THAMES VALLEY SOCIETY OF 
CHARTERED ACCOUNTANTS 


"Modern management techniques' was 
the subject of the first one-day course 
to be held by the Thames Valley 
Society of Chartered Accountants on 
April 25th, at Reading University. 
The audience consisted of chartered, 
certified, and cost and works account- 
ants, in practice and industry, totalling 
54 in number. 

Introduced by Mr J. Fulwell, F.c.a., 
the first lecture was given by Mr J. R. 
Potts, F.C.A., F.C.W.A., J.DIP.M.A., On 
'Management techniques for profit 
planning. Management ratios and 
inter-firm comparisons were dealt with 
by Mr R. J. Hands, B.A., A.C.A., of the 
Centre for Interfirm Comparison Ltd, 
and a practical review of management 
information systems was made by 
Mr R. Wakeley, F.c.w.a., and Mr 
M. H. Vandersteen, F.C.A. 


WOLVERHAMPTON SOCIETY OF 
CHARTERED ACCOUNTANTS 


Mr A. D. Wailing, F.c.a., of Guest, 
Keen & Nettlefolds Ltd, Smethwick, 
was elected President for 1970-71 of 
the Wolverhamp- 
ton Society of 
Chartered Ac- 
countants at the 
Society's recent 
twenty-third 
annual general 
meeting. 

The Society’s 
annual report for 
1969-70 shows 
that membership 
now numbers 
360, an increase of 24 over the previous 
year's figure. In the period under 
review, two one-day conferences have 
been held. One in February last, when 
the subjects were ‘Auditing’, and 
‘Organization of an accountant's office’ ; 
whilst the second conference in March 
dealt with, among other subjects, 
‘Project cost control’, ‘DCF and pro- 
bability analysis’, and ‘What the 
industrialist expects from his account- 
ant’. 

Evening lectures and other meetings 
included talks on decimalization, the 
1969 Finance Act, and a seminar 
organized by Computer Bureau Ser- 
vices (Cardiff) Ltd. The Society also 
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had a very active series of 12 social and 
sporting events and monthly meetings 
of the luncheon discussion group were 
all very well attended. Following the 
formation of a decimalization com- 
mittee, four special luncheon meetings 
were held to discuss specific topics 
relating to this subject. 

The first nine-month, full-time 
course for ‘A’ level articled clerks 
commenced in October at the Wolver- 
hampton College of Technology. Close 
liaison with the staff and the Society’s 
sub-committee is being maintained 
for guiding students through the 
early life of the course. A one-month 
preliminary course for articled clerks 
at Wulfrun College of further educa- 
tion was again successful. 

Other officers elected for 1970-71 
are: 


Vice-President: Mr R. H. Hughes, F.c.a. 


Secretary: Mr M. J. Groom, A.c.a., Camp, 
Ravenscroft & Co, 2a Tettenhall Road, 
Wolverhampton. 


Treasurer: Mr I. C. Wooding, F.c.A. 


Committee: Messrs H. A. Challinor, F.C.A., 
B. M. Cooper, F.c.a., A. H. Millichamp, 
F.C.A., R. K. Mullett, F.c.a., D. Stevens, 
A.C.A., and J. S. Whitehouse, A.C.A. 


ANNOTATED TAX CASES 


Part 4 of Volume XLVIII of the 
Annotated Tax Cases, edited by Mr 
Peter Rees, Q.c., of the Inner Temple, 
is now published and contains reports, 
with notes on the judgments, of the 
following cases: McGregor v. Little- 
woods Mail Order Stores Ltd (CA); 
National Bank of Greece and Athens 
SA v. Westminster Bank Executor & 
Trustee (Channel Islands) Ltd (CA); 
Maclean's Trustee v. McNair (CS); 
Woods v. R. M. Mallen (Engineering) 
Ltd (Ch.D); Lack v. Doggett (Ch.D); 
Minister of Agriculture, Fisheries and 
Food v. Appleton & Appleton (QBD); 
Secretary of State for Employment and 
Productivity v. Fisher-Bendix Ltd 
(QBD); Bowater Paper Corporation 
Ltd v. Murgatroyd (HL); Stott v. 
Anderton (Ch.D); White v. Confedera- 
tion Life Assurance (Ch.D). 

The annual subscription is 80s, post 
free, and the publishers are Gee & Co 
(Publishers) Ltd. 


CORRECTION 


In the report last week of the annual 
meeting of The Institute of Chartered 
accountants in England and Wales it 
was stated that the auditors were 
reappointed for a further year at a fee 
of £3,500. This was a misprint — the 
fee remains unchanged at £2,500. 
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FINANCE AND COSTING 


Three one-day seminars open only to 
qualified accountants and company 
secretaries are to be held at Dunchurch 
Industrial Staff’ College, Rugby, on 


May 29th, June roth and October 14th.’ 


The series has been named ‘Account- 
` ants’ workshop’ and as those attending 
will all be qualified financial executives, 
the chosen topics will be explored in 
depth so that the maximum benefit can 
be derived from the seminars. 

The ‘workshop’ chairman and tutor 
will be Mr Cyril Aydon, B.sc.(ECON.), 
A.C.W.A., supported by other speakers 
from industry and business schools, 
and there will be a different theme 
for each seminar. On May 29th, 
current trends in company financing 
wil be dealt with, comprising a 
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detailed scrutiny of the state of the 
capital market and the probable 
pattern of development during the 
next few years. New ideas in cost 
accountancy will be examined on 
June 19th, especially the relationship 
af mathematics to costing and the 
problem of. marginal cost pricing, 
and the two main topics for detailed 
examination on October 14th will be 
the management of working capital 
end the advanced aspects of invest- 
ment appraisal. 


All the seminars or any one of them 
may be attended, and fees are [28 
for all three, {20 for two, and {12 
for one. Applications should be made 
to the Registrar, Dunchurch Indus- 
zrial Staff College, Dunchurch, Rugby, 
Warwickshire. 


‘Letters Requisitory* 


Compiled by KENNETH TRICKETT, F.C.A. 


Each answer to the clues across is to be entered in the diagram 
after removing a letter each time it occurs; thus REFER could 
lead to EFE, RFR, or REER. The 17 omitted letters in 
the order of the clues spell out an appropriate phrase. The. 


answers to the clues down are normal. 


CLUES ACROSS 


r. Confusedly rebuts as being remote from apprehension (8). 
4. Set aside as excluded from a writ to stay proceedings (9). 
9. Man about town (a golfer, perhaps) whc shares in a common 


expense? (8). 


IO, Defendant's answer concerning union (9). 

I2. Perhaps tell a ‘U’ client he's clever (12). 

13. Double relationship of 10 to 1 with base 2 (5). 

15. Legal term used without capital for an uzgent message (8). 
17. Witnesses altered rates to include the trial (9). 

18. Coin featuring in certain types of currercy (4). 


20. Reduces after change guaranteed (7). 


21. Workers getting poor rates possibly (9). 
24. I produce as clear profit in New York 16s in new pence (6). . 
25. Third person's summons to appear, or warning to keep 


possession (11). 


28. Press ambitious person about the return of one pound (9). 
29. 'lransfer a possessory right to tea manufacture (8). 

30. Deed under seal, distinctively produced? (o). 

31. Such participation is an advantage, and may be insurable (8). 


CLUES DOWN 


š Crafty, I have a historic document (7). 
. Charge or credit the consortium (s). 


. Study always to settle in advance (6). 
Dot. (Women tend to provide it.) (9). 


. Pound sign character (s). 
. Unusual drop is seen as a slump (10). 


Ch o CONT On GO Rn 


kd bt ke 


-. remainderman (9). . dee 


. Laundries with a shift without pay (ok, 
. One has a rush for payment without bankruptcy (4). 20. 


. Receivers and payers simultaneously? (7). 


. Quite possibly Geier just between the life-tenant and 
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CITY DISCUSSION GROUP 


The City Discussion Group of char- 
tered accountants recently held a 
Ladies’ Night when 18 people attended 
and had a very enjoyable evening. 
This is the first time the Group has 
held such an occasion and it is pro- 
posed to repeat it in the future. Mr 
B. C. Dixie, F.c.A., proposed the 
toast of the ladies. 

The meeting ended the 1969-70 
season and Mr Robin Hiller, F.c.a., 
retired as chairman and Mr Tan 
Macfarlane, F.C.A., retired as secre- 
tary. The officials for the next season 
are Mr Macfarlane as chairman and 
Mr Philip Haynes, A.C.A., as secre- 


tary. 
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I9. Laid out ten shillings mixed with a new penny (5). 


Stocks may thus persist in executorship law (7). 


22. Directs to go round part of Yorkshire for posters, perhaps (7). 
23. Accountant comes over about the changed seal (6). 

26. Legally an infant has no right on a motorway (5). 

27. Money discovered in rail crash (4). 


` 


The solution will be published in next week's issue. 
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May 21st, 1970 


The Institute of Chartered Accountants 


of Scotland 


Spring Diet of Examination, 1970 


PART V 


Of the 398 candidates who sat Part V (whether transitional or otherwise) of the Institute’s examina- 
tion on March 31st, April rst, znd and 3rd, 1970, the undernoted 145 candidates (36-4 per cent) 
passed. ‘heir names appear in alphabetical order and are followed by the names of the firms of the 


masters to whom they were indentured or assigned. 


The Institute's Gold Medal 


(for the candidate whose performance over Parts IV and V is the most meritorious) 
Malcolm, Alan David McHarg (Thomson McLintock & Co, Glasgow) 


Distinction 


(for the candidates whose performances over Parts IV and V are sufficiently meritorious) 
Malcolm, Alan David McHarg (Thomson McLintock & Co, Glasgow) 


The Canadian Prize 


(for the candidate awarded the Institute's Gold Medal) 
Malcolm, Alan David McHarg (Thomson McLintock & Co, Glasgow) 


The Institute's Prize 


(for the two candidates whose performances in Part V are the most meritorious) 
Malcolm, Alan David McHarg (Thomson McLintock & Co, Glasgow) 
Jeyes, Alan Leonard James (John E. Watson & Co, Greenock) 


The J. C. Burleigh Prize 


(1) (for the candidate whose performance in Part V is the most meritorious) 
Malcolm, Alan David McHarg (Thomson McLintock & Co, Glasgow) 
(ii) (for the successful London candidate whose Lee in Part V is the most (and sufficiently) 
meritori 
Clark, Henry Percival Bolton (Arthur Young McClelland Moores & Co, London) 


The C. J. Weir Prize 


(for the successful Aberdeen candidate whose performance in Part V 1s the most (and sufficiently) 
meritorious) 


Reid, David Edward (Jas A. Jeffrey & Co, Aberdeen) 


Abernethy, W. D. (Hourston, Macfarlane & Co, 
Glasgow) 

Aimer, J. W. (Arthur Young McClelland 
Moores & Co, Dundee) 

Alexander, R. W, (Wylie & Bisset, Glasgow) 

Anderson, C. A. (Arthur Young McClelland 
Moores & Co, London) 

Anderson, J. H. (Kerr, MacLeod & Macfarlan, 
Glasgow) 

Anderson, J. W. (Fleming & Wilson, Glasgow) 

Aspinall, I. J. (Anderson & Menzies, Kirkcaldy) 

Auld, J. C. S. (Reid & Mair, Glasgow) 


Bhuva, V. S. (Paterson & Benzie, Glasgow) 
Blaeford, H. M. (Wyllie Guild & McIntyre, 


Glasgow) 
Bodie, I. R. (Arthur Young McClelland 
Moores & Co, Dundee) 





Brown, J. D. A. (Thomson McLintock & Co, 
lasgow) 
Burns, G. D. (Hardie & Rowan, Greenock) 


Busby, H. McM. S. (William Duncan & Co, 
Glasgow) 


Cameron, C x C e Aberdeen) 
Campbell, (Kidston, Jackson & Co, 
ege 


Campbell, I. T. rs Higney & Co, Glasgow) 


Campbell, J. W. (Mann ]udd Gordon & Co, 
Glasgow) 

Carrick, D. R. (Alexander Sloan & Co, 
Glasgo uL 

Clark, "n B. (Arthur Young McClelland 


Moores E Co, London) 
Collins, J. V. (Fraser, Martin & Co, Glasgow) 
Cowieson, D, J. (Henderson & Loggie, Cupar) 


JOHN FOORD & COMPANY. 


237 VICTORIA STREET, LONDON SW1 


Telephone 01-834 2002 (4 lines) 


. REVALUATION OF ASSETS ` 


WORKS, FACTORIES, PLANT. & MACHINERY, Etc... «.: a cr 


Cranston, J. C. (Nelson, Gilmour, Scott & Co, 
Glasgow) 


Dewar, D. E. (J. & R. Morison & Co, Perth) 

Divers, B. (Macdonald, Stewart & Co, Glasgow) 

Dodds, SS MacG. (Findlay & Watson, 
Glasgow 

PN las, d F. (John M. Geoghegan & Co, 


Edinburgh) 
C. G. (Thomson McLintock & Co, 


Duckworth, C 
London) 

Dunbar, B. (H. E. Lascelles McClughan & Co, 
Glasgow) 

Edward, W. S. (Kerr, MacLeod & Macfarlan, 
Glasgow) 

Emery, C. C. (Findlay & Watson, Glesgow) 


Esson, S. J. C. (R. C. Kelman & Shirreffs, 
Aberdeen) 


Fenwick, N. R. (Mackay, Irons & Co, Dundee) 

Finnie, f. R. (David Strathie & Co, Glasgow) 

Foley, C. R. T. edens Young McClelland 
Moores & Co, Glasgow) 

Forbes, M. D. SE A. Ritson & Co, Aberdeen) 

Fossey, R . (Graham, Smart & Annan, 
E beh)" 

Fraser, M. (Scott & Paterson, Edinburgh) 


rom A. a (Craig, McIntyre & Peacock, 
asg 
Geddes, A. C, (Geddes, Beaton & Co, Edin- 


Gain J. S. (Turner, Hutton & Lawson, 
asgow) 
Gibson, R. T. (S. Easton Simmers & Co, 

Glasgow l 
Graham, D. C. P. (Arthur Young McClelland 
Moores & Co, Glasgow) 
Graham, D. M. (John E. Watson & Co, 
Glasgow) 
Grant, A. (S. Easton Simmers & Co, Glasgow) 
Greenhalgh, G. S. (Arthur Young McClelland 


Moore & o Glasgow) 
Gumley, I. C. S. (dubie & Scott, Edinburgh) 


Hannay, K. P. (T. W. & R. N. Oswald, Edin- 
urg 

Haszlakiewicz, M. Í. C. (Arthur Young 
McClelland Moores & Co, London) 

Hay, W. R. K. (J. Harley Hepburn & Co, 
Kirkcaldy) 

Henderson, J. N. (Touche Ross & Co, Edin- 
burgh) 
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Thomas Brown (Reid & Mair, 


w) 
Home, f. P. (Chiene & Tait, Edinburgh 
Hopkins, W. (Arthur Young McClelland 
Moores & Co, London) 
Hughes, P. A. (Stevenson & Kyles, Glasgow) 


Jackson, D. B. (Rogerson & Goldie, Kil- 
marnock) i 

Jeyes, A. L. J. (John E. Watson & Co, 
Greenock) 

Johnstone, D. (Robert G. Morton & Son, 
Edinburgh) 

Johnstone, G. J. (John E. Watson & Co, 
Glasgow) 

Jones, A. B. (Dickson, Middleton & Co, 
Stirling) 


Kelly, W. J. A. (Leo Higney & Co, Glasgow) 

Kennedy, D. I. (Thomson McLintock & Co, 
oe) 

Kennedy, I. C. L. (Reid & Mair, Glasgow) 

Ker, En D. dl d Murray & Co, Glasgow) 

Kerr, M. T. (Cooper Brothers & Co, Glasgow) 

Kirkwood, "W. G. (Welsh, Walker, Ritchie & 
Co, Greenock) 


Lamond, L. (Grahams, Rintoul & Co, Glas- 


gow) 
Lawrie, R. A. (Peat, Marwick, Mitchell & Co, 
Glasgow) 
Lennox, K. S. ice Gilmour & Co, Ayr) 
Lickley, G. À. F. (Graham, Smart & Annan, 


burgh) 
Lindsay, D. W. (Arthur. Young McClelland 
Moores & Co, Glasgow) 
Livingston, K. (Nelson, Gilmour, Scott & Co, 
Glasgow) 


McGregor, C. (D. M. McNaught & Co, 
Glasgow) 

McGuinness, J. (Robb, Ferguson & Co, 
Glasgow) 

Mackay, A. D. (McKerrell Brown & Gray, 
Edinburgh 

Mackay, I. N. (Arthur Young McClelland 
Moores & Co, Dundee) 

McKeown, K. F. (Stevenson & Kyles, Glasgow) 

Mackintosh, R. J. (Thorburn, Turnbull & Co, 
Glasgow) 

Maclachlan, R. (Wyllie Guild & McIntyre, 


Glasgow) 

McLean, D. G. (McLay, McAlister & 
McGibbon, Glasgow) 
MacLeod, R. (Grahams, Rintoul & Co, 


Glasgow) 
McMahon, R. W. (Grahams, Rintoul & Co, 
Glasgow) 
McNair, ` (J. W. & R. N. Oswald, Edinburgh) 
McNeil, G. A. (Hourston, Macfarlane & Co, 


S 

McPhail, R. J. (Turner, Hutton & Lawson, 
Glasgow) 

Malcolm, A. D. McH. (Thomson McLintock 
& Co, Glasgow) 

Malcolm, A. R. (Miller, McIntyre & Gellatly, 


Perth) 
Masson, M. G. (Graham, Smart & Annan, 
Edinburgh) 
Matheson, D. 'T. (Arthur Young McClelland 
Moores & Co, London) 
Meikle, J. A. (Thomas Barrie, Glasgow) 
Milner, P. M. dun Jeffrey & Co, Aberdeen) 
Muirhead, G. W. (Nelson, Gilmour, Scott & 
` Co, Glasgow) - 
Munro, H. M. (Arthur Andersen & Co, 
Glasgow) 


Nicol, A. S. (James L. Nicol, Falkirk) 


JONES LANG 
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O'Neill, A. J. (Davidson, Downie & McGown, 
Glasgow) 


Paterson, A. ers e iw B. Philip, Aberdeen 

Paterson, J. McA. R. (Moir, Wood & Co, 
Perth) 

Pearson, zÄ E ouche Ross & Co, Glasgow) 

Pipers y G. (J. W, & R. N. Oswald, Edin- 


ei Ce S. (McKerrell Brown & Gray, 
Edinburgh) 


Rae, R. H. (John M. Geoghegan & Co, 
Edinburgh) 

Raqueb, A g ohn E. Watson & Co, Glasgow) 

Fattray, B. D. (Henderson & Loggie, Dundee) 

F.eid, D. E. ges: A. d one & Co, Aberdeen) 

E enfrew, N. J. , Ferguson & Co, 
Glasgow) 

Eennie, W. wë Young McClelland Moores 
& Co, Glasgow) 

Rogers, i D. (Alexander Sloan & Co, Glasgow) 

Ross, J. A. (McWilliam, Smith & Co, Inverness) 


Sammeroff, F. (D. M. McNaught & Co, 
Glasgow) 
cd P. (Dickson, McFarlane & Robinson, 


Glas 
Shakeshaft, P. J. B. (Arthur Young McClelland 
Moores & Co, Glasgow) 
Shaw, J. M. (Grahame Rintoul & Co, Glasgow) 
Shepley, De A. SE & Scott, Edinburgh) 
Sinclair, M. N. (Miller, McIntyre & Gellatly, 
Dundee) 
sinis ch F. (Chiene & 'T'ait, Edinburgh) 
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Strachan, V. (Wm Rogers Simpson & Son, 
Glasgow) 
Swanson, L. McM. (Taylor & Ireland; Glas- 


gow) 


Taylor, C. (Kerr, MacLeod & Macfarlan, 
lasgow) 

ador D. C. (Touche Ross & Co, Glasgow) 

Thomson, A. M. (Fleming & Wilson, Glasgow) 

Thomson, I. W. (Meston & Co, Aberdeen) 

Thomson, R. W. L. (Arthur Young McClelland 
Moores & Co, Glasgow) 

Tonner, N. A. (H. E. Lascelles McClughan & 
Co, Glasgow) 

Turnbull, A. C. (Weir, Buchanan & Co, Duns) 


Ure, R. G. (Arthur Young McClelland Moores 


. J. L. (Miller, 
Gellatly, Dundee) 


Vizard, J. P. (Thomson McLintock & Co, 
London) 


Wachtel, J. (Touche Ross & Co, Glasgow) 

Watson, P. C. (Graham, Smart & Annan, 
Edinburgh) 

Watson, T. M. (Thomson McLintock & Co, 
Glasgow) 

Weir, J. (Grahams, Rintoul & Co, Glasgow) 

Wildey, R. W. (Hourston, Macfarlane & Co, 
Glasgow) 

Willan, N. J. C. (Wyllie Guild & McIntyre, 
Glasgow) : 

Wilson, I. B. (Armitage & Norton, Edinburgh) 


McIntyre & 


Smith, S, C. (Stewart Gilmour & Co o, Ayr) Wilson, E D. (Scott & Paterson, Edinburgh) 
Smith, W eT S. (Mackay, Irons & Co, Dundee) Wishart, T. G. (Thomson McLintock & Co, 
Sood, V. M. (Bertram G. Samuels & Co, Glasgow) 
Glas gow) Witte, L (John M. Geoghegan & Co, Edin- 
Stanners, K. C. (Turner, Hutton & Lawson, bur 
Glasgow) Wood, B. F. (Stewart Harcus, Edinburgh) 
Stevens, N. J. (Wallace & Somerville, Edin- 
urg Young, J. N. (Mann Judd Gordon & Co, 
Stevenson, E. A. (Stevenson & Kyles, Glasgow) Glasgow) 
PART IV 


Of the 444 candidates who sat Part IV Gliedher transitional or otherwise) of the Institute's examina- 


Hop on March 31st, April rst, 2nd and 3rd, 1970, 


the undernoted 155 candidates (34:9 per cent) 


passed. Their names appear in alphabetical order and are followed by the names of the firms of 
the masters to whom they are indentured or assigned. 


The Albert F. Watson Prize 
(in two parts for the two candidates whose performances are the most neon A 


Hyland, Mary Allan (Bower & Smith, Aberdeen) 
Auchincless, James Whyte (Wardhaugh & McVean, Glasgow) 


Anderson, A. F. (A. G. Murray & Co, Edin- 
burgh) 

Anderson, C. C. W. (Miller, McIntyre & 
Gellatly, Dundee) 

Anderson, R. D. (McWilliam, Smith & Co, 
Inverness) 

Anderson, S. M. (Grahams, Rintoul & Co, 
Glasgow) 

Anderson, W. S. (T. Douglas Henderson & Co, 
Edinburgh) 

Auchincloss, J. W. (Wardhaugh & McVean, 
Glasgow) 


Black, J. (Farries, Kirk & McVean, Dumfries) 

Blackwood, D. (Higgins, Stuart & Co, Glasgow) 

SES H. ]. (Geddes, Beaton & Co, Edin- 
urgh 

rates M ‘J. K. (Cooper Brothers & Co, 
as 

Re G. (Wallace & Somerville, Edinburgh) 





The Companies Act 1967, Section 16 


VALUERS OF 
_PROPERTY ASSETS. 


16/17 King Street, ‘London EC2. 


` tie 


Ca A. m (Kerr, MacLeod & Macfarlan, 

asg 

Caldwell, W. M. (Marshall, Mackenzie & Co, 
East Kilbride) 

Carslaw, I. A. (Arthur Young McClelland 
Moores & Co, Glasgow) 

Clark, D. K. (Thomson McLintock & Co, 
Glasgow) 

Clark, G. (Alexander Sloan & Co, Glasgow) 

Clark, R. (Kidston, Jackson & Co, Glasgow) 

Cook, M. D. (Finnie, Ross, Welch & Co, 
Glasgow) 

Copeland, A. J. (Nelson, Gilmour, Scott & Co, 


Glasgow) 
Coulton, S. M. (James Milne &Co, Aberdeen) . 
M. (Kerr, MacLeod & Macfarlan, 


Coutts, A 
Glasgow) 
Craik, W: R. (Moir, Wood & Co, Perth) 
Crawford, R. (Peat, Marwick, Mitchell & Co, 
Glasgow) 
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Crawford, S. A. (John M. Geoghegan & Co, 
Edinburgh) 

Cumming, J. A. L. (Arthur Young McClelland 
Moores & Co, Glasgow) 

Currie, J. (T. & R. Morison & Co, Perth) 


Deas, D. (T. Harley Hepburn & Co, Kirkcaldy) 
Desson, G. L. (Chiene & Tait, Edinburgh) 

Drysdale, I. D. (Touche Ross & Co, Edinburgh) 
Duncan, A. R. (Cooper Brothers & Co, Glas- 


gow) 

Dunn, K. J. (Wyllie Guild & McIntyre, 
Glasgow) 

Duthie, J. B. (Thomson McLintock & Co, 
Glasgow) 


Elder, R. J. (Thomson McLintock & Co, 
London) 


Feely, T. M. H. (Alexander McDermid & 
Brown, Wishaw) 
Ferguson, P. N. (David Strathie & Co, Glas- 


gow) 

Finlayson, I. K. (Brechin, Cole-Hamilton & 
Co, Glasgow) 

Fleming, À. A. (Thomson McLintock & Co, 
Glasgow) 

Forsyth, D. W. (Turner, Hutton & Lawson, 
Glasgow) 

Frisby, F. W. (Kerr, MacLeod & Macfarlan, 


Glasgow) 
Fullerton, R. K. R. (Measton & Co, Aberdeen) 


Gallan, W. D. (Alfred T. Scott & Co, Ayr) 

Gilsenan, J. H. (Pannell, Fitzpatrick & Co, 
Glasgow) ; 

Gowan, T. W. (Peat, Marwick, Mitchell & Co, 
Edinburgh) 

Gordon, I. A. (McWilliam, Smith & Co, 
Inverness) 

Gray, D. B. (Davidson & Workman, Glasgow) 

Greig, A. D. (Scott-Moncrieff, Thomson & 
Sheills, Edinburgh) 

Greig, P. G. (Thomas Barrie, Glasgow) 


Hamilton, J. M. (Wylie & Bisset, Glasgow) 

Hannah, D. T. (Arthur Young McClelland 
Moores & Co, Glasgow) 

Hastie, J. G, (Kidston, Jackson & Co, Suen 

Heron, J. D. (Thomas Smith & Sons, Glasgow 

W. D. (S. Easton Simmers & Co, 
Glasgow) 

Holmes, A. D. (McNaughton & McAra, 
Dundee) ; 

Howie, W. H. (Dickson, McFarlane & 
Robinson, Glasgow) 

Hyland, M. A. (Bower & Smith, Aberdeen) 


Jackson, J. C. G. (Dickson, McFarlane & 
Robinson, Glasgow) 


Jaconelli, S.' (Pannell, Fitzpatrick & Co, 
Motherwell) 

Johnston, A. J. (Arthur Andersen & Co, 
Glasgow 


Johnston, G. A. (Arthur Young McClelland 
Moores & Co, Dundee) 


Keith, A. G. (Pannell, Fitzpatrick & Co, 
Glasgow 
, Kennedy, J. (Peacock & Henry, Glasgow) 
Kent, I. J. (David Strathie & Co, Glasgow) 
^ Kernahan, J. (Mann Judd Gordon & Co, 
Glasgow) 


Kerr, D. McD. (Kerr, MacLeod & Macfarlan, 


Glasgow) 
Kidd, I. S. (William Duncan & Co, Glasgow 
Kinghorn, J. S. (Wylie & Hutton, Edinburgh) 
Kinloch, J. L. S. (D. M. McNaught & Co, 
Glasgow) 
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Knox, À. D. (Nelson, Gilmour, Scott & Co, 
Glasgow) 
Knox, T. (Cooper Brothers & Co, Glasgow) 


Lall, V. (Thomson McLintock & Co, London) 

Lamb, I. R. (Stewart Gilmour & Co, Ayr) 

Leckie, G. A. (Arthur Young McClelland 
Moores & Co, Glasgow) 

Lister, A. A. (Mann Judd Gordon & Co, 
Glasgow) 


McBeath, D. B. (Barstow & Millar, Edinburgh) 

McCubbin, D. W. (D. M. McNaught & Co, 
Glasgow) 

MacDonald, A. J. (Robb, Ferguson & Co, 
Glasgow) 

McDonald, A. S. (Peacock & Henry, Glasgow) 

MacDonald, ]. (Cotton, Lawson & Macniven, 
Edinburgh) 

McDonald, L. J. deg Duncan & Co, Ayr) 

M peat J. A. (Miller, McIntyre & Gellatly, 

ert 

McEachran, D. (John E. Watson & Co, 
Glasgow) 

McGibbon, A. J. (Turner, Hutton & Lawson, 
Glasgow) 

McGill, C. S. (Arthur Young McClelland 
Moores & Co, Glasgow) 

MacGillivray, R. A. (Kidston, Jackson & Co, 
Glasgow) 

McGregor, R. W. H. (R. C. Kelman & Shirreffs, 
Aberdeen) 

Macintosh, C. (McKerrell Brown & Gray, 


Edinburgh) 
W. (McLachlan & Brown, 


Mcintosh, R. 
Glasgow) 
Mackie, J. (Mackie & Clark, Glasgow 


McKimmie, J. H. (Turner, Hutton & Lawson, 
Glasgow) 

MacKinnon, A. (S. Easton Simmers & Co, 
Glasgow) 
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Please Vote 


NE of the late Hilaire Belloc's most inspired creations was 
Aunt Jane, whose conduct — 

— has even been totally free 

From censorious whispers of ill 

At any rate since nineteen-hundred-and-three 

And possibly earlier still’. 

‘Grandma’ (to give that female figure representing Economy 
her familiar sobriquet) has been no less fortunate in her reputation 
than Aunt Jane, and from an earlier age: but she is shortly to be 
confronted with her most momentous decision since 1893. In 
that year, as we recorded in our issue of May 27th, 1893, a special 
general meeting of The Institute of Chartered Accountants in 
England and Wales approved negotiations with (principally) 
the Society of Incorporated Accountants and Auditors for the 
joint submission to Parliament of a Public Accountants’ Bill. 
This early venture in professional co-operation proved barren, 
with results which are already familiar to readers. 

We have alluded recently to the integration proposals issued to 
their members by The Institute of Chartered Accountants of 
Scotland and The Institute of Municipal Treasurers and Ac- 
countants. This week members of the English Institute, and also 
of The Association of Certified and Corporate Accountants, will 
receive the notices of their own special meetings. 

To recapitulate on this page the issues involved would be 
superflous to the point of presumption; they have already been 
sd fully canvassed in official statements, in debate, and in cor- 
respondence that no member of the profession can remain unaware 
of them. The Accountant, with its own independent history of 
service to the profession since 1874, has consistently advocated a 
more unified structure; but it would be idle for us to deny that 
cther views are sincerely held and have on occasion been most 
earnestly and persuasively argued. 'The result of the voting on the 
relevant resolutions at the 1968 annual meeting, and at the special 
meeting on April 17th, 1969, can leave no doubt of the depth 
of feeling which exists within the Institute, and the outcome of 
the poll to be taken at the Albert Hall on June 24th — as in 630 
divers other areas the week before — is one which we would 
hesitate to predict. 

It is for this reason that we emphasize the final sentence of the 
President's covering letter to his members, expressed with 
characteristic brevity and humility — ‘Please vote’. The maximum 
number. of votes yet cast on this issue on any one occasion has 
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been 18,523, or less than half the Institute's mem- 
bership, and we do not believe that over so per cent of 
a society whose members have profited by long training 
in the art of forming an independent and considered 
opinion are indifferent to the future of their pro- 
fession. : 
Inevitably, either protagonist or antagonist must fail; 
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but it would be unfortunate, to say the least, for the 
matter to be decided on a minority vote which could 
be castigated by the defeated faction as 'unrepresent- 
ative’. ! 

The present situation will not recur in the lifetime of 
many of today's accountants: the issues are urgent 
and important. Please vote. 





Stamp of Authority? 


ROFESSOR EDWARD STAMP, whose views 

are already well known to our readers, has friends 
in some odd places. À review in the Solicitors Journal of 
his recent book (written jointly with Christopher 
Marley) entitled Accounting Principles and the City 
Code can only be described as striking. Space precludes 
quoting this review in full but the following passage 
attracts particular attention: 

“There are over one million ways of arriving at the 
figures for net assets in a balance sheet and all of them 
irrelevant to investors. It seems that post-war account- 
ants have involved themselves so much in extending the 
spheres of their activities that they have failed to attend 
properly to their own proper business. Professor Stamp 
explains how misleading accounts prepared by some of 
the most famous names and largest enterprises are, 
because of the grave differences in principles as applied 
by them ... Clearly accountants must be made to put 
their procedures in order by law. The most critical 
investigation should be made into the function of an 
auditor and a new comprehensive statutory code estab- 
lished. This will mean that trust can be placed in the 
accounts and a certificate with more justification’. 

We have studied these words with mixed feelings 
and confess to being uncertain whether the reviewer 
really believes Professor Stamp to be the only voice to 
have spoken on this subject, or whether indeed the 
whole review is an elaborate satire at the learned 
Professor’s expense. 

Setting aside the technical point that a journal which 
circulates largely within the legal profession should at 
least show some awareness of the distinction between 
a certificate and a report, it should not pass unnoticed 
that The Institute of Chartered Accountants in 
England and Wales launched its first venture into the 
then virgin territory of accounting principles as long 
ago as December 1942, and that several of those early 
recommendations were subsequently enshrined in 
legislation. Nor does Professor Stamp himself call for a 


legislative solution to a problem which most intelligent 
accountants have long recognized to exist. 

If we err in suspecting this review of a satirical 
content, we should at the least invite readers of our 
learned contemporary to study also the report 
‘Institute’s Approach to Accounting Standards’ in our 
issue of May 7th, and in particular Mr Stanley Dixon’s 
contribution to the discussion. A recent contributor to 
the correspondence columns of this journal has also 
emphasized the futility — and, in a particular case, the 
injustice — of attempting to form value judgements in a 
vacuum. Several of the cases which have made head- 
lines in recent months concern the notional value of 
properties in circumstances far different from those 
obtaining when the relevant accounts were prepared. 

Solicitors have not in the past been renowned for 
their professional ecumenicity: and since the Solcttors 
journal has seen fit so to asperse the accountancy 
profession at large, we may reply in turn that whereas 
most accountants remain in the course of their pro- 
fessional lives on the right side of the law, the Law 
Society has found it necessary to ordain that every 
practising solicitor shall submit his accounts to annual 
audit. To deduce from this that the firm of Messrs 
Dodson & Fogg is typical of solicitors at large would be 
a very large assumption—almost as large, indeed, as that 
the views of Professor Stamp or of any other author, 
however distinguished, are necessarily definitive. 

In reviewing the same book, The Investment Analyst, 
for May finds that 'the reader's attention is needlessly 
diverted and his sympathies alienated by the polemics 
against the accountancy profession’. The reviewer 
goes on to express the hope ‘that Professor Stamp will 
provide more particularized critical work on current 
practices, and that departments such as his will 
generate more fully worked-out constructive proposals 
for change of practice’, | 

Coming from those who are so closely acquainted 
with the interpretation of published accounts, with all 
their present imperfections, this is a very plain hint 
which should not pass unnoticed. Criticism is, after all, 
one form of 'value judgement', and loses most of its 
purpose if practised 1n isolation. 
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Dear Chancellor...’ 


OVERNMENT is traditionally slow to change its 

ways, and (as Mr B. G. Rose, F.c.A., remarked in 
the course of his address at the business session of The 
Institute of Chartered Accountants in England and 
Wales on May 6th), a power given to the Government of 
the day is seldom relinquished. This is the only 
explanation which occurs to us for the magic figure of 
£2,000, which was the starting-point Zor surtax for 
about 40 years and which still brings with it all the 
dubious blessings of Inland Revenue form Drif. 


An income of {2,000 per annum is not exceptional 
riches in 1970, whatever may have been the case in 
1948; and when it is remembered that the figure of 
{2,000 for PiiD purposes is the total of gross re- 
muneration plus expenses for the year, the case for an 
upward revision of the starting-point appears un- 
answerable. This is only one of the points made by the 
Accountants’ Joint Parliamentary Committee last week 
in a memorandum to the Chancellor of zhe Exchequer 
on the Finance Bill. 


A further hardy perennial in this context is the 
continuing absence of any provision to ameliorate or 
amend the taxation rules applicable to payments by 
the self-employed for retirement annuities. The AJPC 
bodies, together with representatives of tae Bar Council 
and the Law Society, have recently made detailed 
submissions to the Treasury which would permit the 
self-employed to accumulate retirement benefits on a 
scale similar to those which have long been available 
for persons in both public and private employment. As 
with surtax and form Pr1D, the Inland Revenue has 
shown itself singularly slow to recognize that limits 
fixed many years ago are no longer necessarily appro- 
priate, and this omission is the more rzmarkable at a 
time when the pension arrangements of the whole 
employed population are under review. 


As reported in The Accountant last week, the 
National Superannuation Bill will beccme a casualty 
of the forthcoming general election, and in consequence 
the Government intends to drop the related provisions 
at present contained in Part II of the Firance Bill. This 
js not to say that the AJPC submissions upon this part 
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of the Bill are thereby rendered superfluous or re- 
dundant. In particular, the position of controlling 
directors of small family companies 1s long overdue for 
review. There is also the continuing anomaly that a 
controlling director is one who owns more than 5 per 
cent of the share capital for the purposes of section 25 
of the Finance Act 1965, and 1o per cent under section 
34 of the same statute. 

Clause 32 of the Finance Bill dealing with dis- 
cretionary trusts, 1s one of the longer clauses and the 
AJPC request that ‘the Board of Inland Revenue 
should publish a statement clarifying the intentions 
of this clause' 1s eminently reasonable. 'T'he position 1s, 
however, far from satisfactory in that Revenue practice 
notes do not (as their authors are always careful to 
point out) have the force of law. 

Indeed, any attempts by the Inland Revenue to give 
their own practice the force of law should in principle 
be resisted, and if Parliament would only make its own 
intentions a little clearer there would be less risk of 
this happening. This view is reinforced by the several 
minor points of the Bill upon which the AJPC have 
requested some measure of clarification, and by the 
reference to a ‘a number of minor drafting errors’. 

As at present drafted, the Bill contains a number of 
time limits which the accountancy bodies find un- 
realistic. A conspicuous example occurs in clause 16, 
relating to enhanced initial allowances for industrial 
buildings: the two-year period ending on April 5th, 
1972, is in present conditions ‘extremely short for the 
planning and completion of sizeable buildings’, so that 
an unforeseen delay may put expenditure, which was 
originally encouraged by this clause, beyond the 
qualifying date. 

The requirement (in Part II of the Fifth Schedule) 
to submit retirement benefits schemes for approval 
"before the end of the first year of assessment for which 
approval is required’ should, it is stated, be recon- 
sidered, particularly as affecting foreign schemes, and 
if the effective repeal of the cheque and receipt stamp 
duties can be brought forward, say, to December 31st, 
1971, it will avoid the need to calculate refunds of 
multiples of 2d in decimal currency. 

In view of the prevailing uncertainty as to who will 
be the tenant of No. 11 Downing Street by this time 
next month, the accountancy bodies have doubtless 
displayed practical forethought no less than their 
customary courtesy in sending a copy of the ob- 
servations to the Chairman of the Board of Inland 
Revenue. 
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Current 
Affairs 


More Power to their Arm ? 


po e to tax dodging within an election 
year are always politically emotive. At last week's 
conference of the Inland Revenue Staff Federation, 
Mr Anthony Christopher asserted that the ‘cancer’ of 
evasion had reached the proportions of a national 
scandal, and called for additional powers to deal with 
1t. | 


According to figures quoted to the conference, 88 
per cent of Schedule D assessments are for less than 
{1,000 per annum, and a survey conducted last year 
by the North of Scotland College of Agriculture 
showed farmers’ incomes in Scotland to be up to 14 
per cent higher than the comparable figure in the 
report of the Board of Inland Revenue. If this is 
representative of the country as.a whole, said Mr 
Christopher, it indicates Schedule D evasion of 
between £2 and £3 million per annum. Prosecutions 
for evasion average barely 100 each year. 


At the same time, hard cases make. bad law, and 
generalizations are a poor basis for action. Additional 
powers should not be too readily conceded if one of 
their purposes is 'to look closely at the affairs of those 
who can afford to pay for the best advice'. Unlike 
evasion, avoidance is perfectly lawful, and it is for the 
Revenue to establish that the individual is taxable, 
not for the latter to prove that he is exempt. The 
Revenue has a long arm and fishes its waters with a 
finely meshed net: the claim that ‘rich men and rich 
companies’ are beating the Revenue over-simplifies 
the position. 


Fiscal administration also relies heavily on a com- 
petent and honourable accountancy profession, and it 
is strange to be told by Mr Christopher that ‘ac- 
countants know their clients are putting in wrong 
figures: it is unreasonable to expect them always to do 
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something about it’. If this is correct as a statement of 
fact, it runs counter to the advice given in the English 
Institute’s Statement on ‘Unlawful Acts or Defaults 
by Client’ and would render the accountant liable 
to penalties under section 50 of the Finance Act 1960. 

Mr Christopher called for more inspectors of taxes, 
better-trained inspectors, and for opportunities for 
inspectors to learn more about their areas. The pressure 
of work in tax offices has, of course, been notorious 
for some time past and (according to a statement made 
to the conference by its general secretary, Mr Cyril 
Plant) the Inland Revenue is to call in a firm of con- 
sultants to examine staff wastage. ‘This review will also 
cover such related matters as office equipment and 
accommodation. 


EDC on Small Firms 


N its evidence to the Bolton Committee of Inquiry on 

Small Firms, the Distributive Trades Economic 
Development Committee urges that action should be 
taken to prevent efficient small firms being driven out of 
business, since they have a real contribution to make to 
the economy. 

The distributive trades ‘Little Neddy' considers the 
importance of small firms in the economy and examines 
the statistical evidence reflecting their relative profit- 
ability. The data based on the 1966 Census of Distri- 
bution suggests that gross margins as a percentage of 
sales rise from about 22 per cent on small firms to over 
30 per cent among multiples. Similarly, the turnover 
per person employed tends to rise sharply from the 
smallest to the largest firms. 

The committee does not believe that the very small 
shops will be affected by measures which the inquiry 
might recommend, since shops of that size are rarely 
in a position to expand and have neither the resources 
nor the inclination to adopt modern techniques or 
equipment. The evidence suggests that it is two 
groups of the largest small firms — those with a turn- 
over between {10,000 and f 100,000, and {100,000 to 
£1 million — which are most likely to benefit from any 
positive recommendations. It is also concerned that 
few small traders get sufficient financial advice, either 
from their bankers or accountants, and recommends 
that trades associations should be encouraged to co- 
ordinate their activities and provide consultancy 
services for smaller firms. 

On taxation, the EDC emphasizes the problems for 
small traders arising from death duty legislation and 
suggests that ways of alleviating these problems should 
be considered. Investment grants for new equipment 
would help small traders. It also notes that the pro- 
vision of information under the Companies Acts is an 
administrative burden for. the smaller firm and may 
in fact give an advantage to the firm's largest com- 
petitors. It notes that many small traders are exempt 
from the disclosure provisions which apply only to 
firms with turnover of £30,000 but, in the light of the 
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EDC's own classification, this is a very small business 
indeed. 

Finally, in view of the advent of decimalization and 
later metrication, the EDC evidence recommends that 
those bodies responsible for planning the change-over 
should pay special attention to the needs of small 
firms. It recognizes the efforts of the Decimal Currency 
Board but suggests they have not been entirely suc- 
cessful. 


Irish Banks Dispute 


'O factors are tending to exacerbate the effect on 

Irish industry of the current bank strike. The first 

is the sudden shortage of available small change, 

although the note issue was expanded by £13 million 
to {157 million before the bank doors closed. 

On the occasion of the last dispute in 1966, there was 
actually an increase in the volume of credit, as those 
concerns with a large cash inflow — like cinemas and 
distributive stores — took cheques in exchange for 
cash from the big weekly wage-paying factories. 
These promptly put the money into circulation again 
by way of their wage packets, so little difference was 
noticed. At the present time, however, it appears that 
the high deposit rates — said to be in the 8 per cent 
range — available from those banks which are still open 
or from financial houses outside the State, are proving 
tempting baits for the cash-holders. In consequence it is 
becoming more difficult for the man-in-the-street to 
cash a small cheque to provide himself with ready 
cash. 

The second factor is the increasingly intransigent 
attitude of the Banks’ Staff Relations Committee. In a 
statement to the Press last Friday they referred to their 
gesture in 1966 towards creating a better atmosphere, 





ACCOUNTANT 


805 


when they agreed to make up two-thirds of the salaries 
the staff had lost during the closure. This, they say, 
only added encouragement to association militancy, 
and would not be repeated. Current forecasts are that 
it will be mid-August before the dispute is terminated, 
so there is scope for hard bargaining. 


Banking for Profit 


VE forthright observations on the position of 
banking in the community were made by Mr L. C. 
Mather, the retiring President of the Institute of 
Bankers, in his address to the Institute's annual 
meeting last week. The banking industry has received 
more than its share of criticism in recent years, not all 
of it well informed, and there seems to be a mis- 
conception at large in some quarters that banking is a 
public-sector service. 

The banks are, of course, a commercial enterprise 
run for profit, and the total of public duties undertaken 
without recompense is in this context an impressive 
one. It may not be generally realized that the deci- 
malization programme has involved the banks in 
providing free storage for 4,000 million decimal coins, 
quite apart from more obvious burdens in the way of 
alterations to machines, conversion of account balances, 
and the training of staff. There is also the continuing 
obligation to make returns to the Inland Revenue of 
interest earned on customers’ accounts in excess of {15 
per annum — ‘a costly and time-consuming exercise’. 
(A point not directly made by Mr Mather is that 
increases in Bank rate over the last few years must have 
greatly increased the number of accounts to which this 
provision applies.) 

It is, of course, in exchange control and domestic 
credit policy that the banks most appear to the casual 


GIFT TO THE INSTITUTE 


The Accountant has presented 
The Institute of Chartered Ac- 
countants in England and Wales 
with an early George IIl mahogany 
side table. The table, which was 
purchased from the estate of the 
first Viscount Kemsley at Drop- 
more, Bucks, is for use in the 
Members' Room at the recently 
opened Chartered Accountants’ 
Hall, Moorgate Place, London. 
Mr R. G. Leach, C.B.E., F.C.A., 
President of the Institute (centre 
picture), is shown receiving the 
table from Mr Percy F. Hughes, 
Editor-in-Chief (/eft), and Mr 
Arthur E. Webb, Editor, last 
week. 
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observer ‘to function as a Government agency’. Indeed, 
in exchange control they act under delegated authority 
from the Bank of England. This is responsible and 
specialized work which produces no material reward. 
Moreover, the imposition by the Government of re- 
strictions on lending, often at short notice, raises major 
problems of enforcement and may have serious 
repercussions on the relationship between banker and 
customer. 

The 1960s have been called ‘the decade of the 
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detractors’ — some earnest and well intentioned, others 
mischievous and uninformed. As Mr Mather rightly 
emphasizes, banks are business enterprises with 
responsibilities to customers and shareholders, and not 
primarily instruments of Government policy: much of 
the criticism to which they have been subjected arises 
directly from confusion between these roles. An 
industry which succeeds in attracting new customers at 
an annual average rate of 6 per cent in recent years 
evidently has something to offer. 





THIS IS MY LIFE 


Beating the Budget 


by An Industrious Accountant 


inp the office manager came to see me the 
other day about buying a new vending-machine 
for the canteen, of whose economics he is traditionally 
the final arbiter, I had to give him a reluctant near- 
negative. Our departmental budget for new equipment 
was, even at this early date in the financial year, 
almost completely committed. Plans for replacing 
current machines with new decimalized equipment had 
eroded our allowance to the point when 'emergency 
only’ would justify an over-run. 

The OM became argumentative. True, his latest 
gimmick might be costly at first sight but its instal- 
lation would more than justify the outlay. It would not 
only provide tea, coffee, cocoa and minerals, but 
Bovril in addition, if required. It had separate registers 
for more, or less, tea or sugar; its cups were the 
cheapest on the market, and the maintenance service 
was guaranteed to be immediate. 

I didn't ask if it would also take stones out of horses' 
hooves like the penknives of my youth, but it seemed to 
do everything else. The budget, I reiterated firmly, was 
inflexible. The answer was still *No'. Cost-wise, the 
project was impossible. 

Next morning, however, the OM returned with a 
triumphant gleam in his eye. He'd found a way to 
circumvent that so-and-so budget! Those vending 
machine smart alecs had ample experience of dealing 
with chaps temporarily short of ready cash, so they'd 
simply smiled and produced a leasing agreement as an 
alternative. Just so much per month for four years; 
just a matter of debiting profit and loss instead of the 
capital budget! 


It seemed quite a reasonable solution until I looked 
at the terms and conditions of the lease which took up 
a full foolscap page of small print on the back of the 
document. ‘That’s just the usual jargon’, said the OM 
stiffly, as I pencilled in a couple of red question marks. 
Being a meticulously law-abiding citizen himself, he 
tends to accept written regulations as gospel truth, 
whereas I have a warped mind when it comes to reading 
the other party's statements. 

There were some questions I wanted answered. Why 
should they ask us to pay interest at such an ex- 
orbitant rate on payments in arrears? Because, said the 
OM, we'll pay on the due dates and arrears won't 
arise. Why did they require the machine to be insured 
in our joint names, as if we were unreliable clients? 
Just a standard paragraph, answered the OM. 

Paragraph 6 was rather long-winded but when we 
struck out the verbose tautologies its meaning became 
clear. No condition or warranty of any kind whatsoever 
was given in relation to the goods; all conditions or 
warranties, whether express or implied or statutory 
or otherwise, whether in relation to the goods’ fitness, 
description, quality, or condition on delivery or at any 
other time, were excluded and extinguished. The more 
we read this piece of impertinence the less we liked it. 

I said that they were deliberately asking us to waive 
our reasonable common law rights. What would happen 
if the machine's innards should split open and spew 
scalding coffee into the face of some delectable typist? 
She'd sue us for a fortune for heartbalm and lost 
beauty and we'd have no comeback! 

The salesman, murmured the OM in crestfallen 
style, had explained that no such accident had ever 
happened in his firm's long history. These clauses, 
he had said, were designed to discourage try-ons; we 
could rely with absolute certainty that the firm would 
unhesitatingly stand by us should any genuine defect 
cause trouble. After all, it was a reputable firm and one 
mustn't automatically expect double-dealing; one must 
trust one's business associates, surely. Surely? Surely 
not ! 

‘Pure unadulterated cheek’, said the OM, as we tore 
up the document and in my best Bowery accent I 
exclaimed: ‘De noive of de guy!’ 


May 28th, 1970 
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Tax Relief for Losses 


Tus is no inherent reason why the charge to tax 
imposed for one year should be reduced. by losses 
sustained in an earlier or later year, although if the 
incidence of tax is heavy the taxpayer may become 
insolvent if losses are not recognized. In the nineteenth 
century the rate of income tax never exceeded 10 per 
cent but was subject to violent fluctuations. Thus the 
reduction by one-half to 2d in 1874 gave way to in- 
creases which attained four times 2d in 1885. In 
contrast, the changes in the rates from 1941 onwards 
have not exceeded ro per cent of the previously 
existing rate. 

If net spendable income is regarded as the proper 
subject-matter of taxation, it would seem logical to 
amalgamate all sources by setting off deficiencies 
currently incurred. The inconsistencies found in the 
existing system reflect the historical origin of the 
various loss reliefs rather than recent legislative 
anxiety as to possible manipulation of losses. 

The earliest loss relief, granted by section ror of 
the Act of 1842, permitted a loss sustained in one trade 
to be deducted from the profits of another in the same 
cwnership as a step preliminary to the making of the 
assessment. Tt was withdrawn by section 20 (8) of the 
Finance Act 1960 but its ghost may perhaps be seen 
in the rule which permits the corporation tax assess- 
ment on a company in respect of its chargeable gains 
and general income to be reduced by a current trading 
loss. 


Relief against general income 


Section 23 of the Customs and Inland Revenue Act 
18g0 was the forerunner of the instant loss relief 
provisions long familiar as section 34 in the 1918 
consolidation and section 341 in the 1952 Act. It was 
applied to Schedule B also, then important because it 
contained farming. Indeed the relief is probably 
attributable to the need to relieve agriculture despite 
the option to elect for the Schedule D basis accorded 
to farmers in 1887. 

In 1967 instant loss relief was denied as regards 
trades of farming or market gardening where there has 
been a record of losses in the five previous years. 
However, perhaps with an eye to the principle in 
Vallambrosa Rubber Co Ltd v. Farmer (5 TC 529), 
it was provided that this restriction does not apply if 
the whole of the claimant's activities in the year of 
claim are of such a nature, and carried on in such a 
way, as would have justified a reasonable expectation 
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of the realization of profits in the future if they had 
been undertaken by a competent farmer or market 
gardener but that no profits could have been expected 
as yet even if the activities had been begun at the 
commencement of the whole period of loss preceding 
the year of claim. This seems a needlessly roundabout 
way of saying that the development expenses of a 
long-term agricultural or pastoral project rank for loss 
relief. 
Logically, the income most appropriate for relief is 
the assessment under Case I or II of Schedule D 
based on the profits of the previous basis period. For 
companies the same effect is produced by carrying the 
loss back against the total profits of the preceding 
accounting period, subject to the adjustments required 
-to compare like with like in duration of time. However, 
companies are taxed at uniform rates. Where indi- 
viduals are concerned it is necessary to rank the avail- 
able sources of income in the prescribed classes. 


Order in which tncome used 


The differentiation in favour of earned income which 
began in 1907, and its extension to the earned income 
of a married woman from 1920 have created a structure 
of effective rates to which a further complication has 
been added by the aggregation of children’s income. 
Moreover, a long-standing occasion of argument 
between Revenue and taxpayer was settled by section 
15 of the Finance Act 1953 which required losses in 
an activity the profits of which enjoyed earned income 
relief to be set off primarily against income of the same 
class. Except for the case of a so-called sleeping partner, 
such as was Sir Walter Scott, it is difficult to envisage 
cases in which a loss could arise in an activity yielding 
unearned income. Should that happen, however, it 
would be against unearned income that loss relief 
would primarily be due. 

Superimposed on this preliminary classification is 
the allocation among the constituent elements of the 
family unit —first the two classes of income of the 
claimant, then those of his wife or her husband, and 
lastly the children's income (which under aggregation 
rules is necessarily unearned). However it is permissible 
to exclude either or both of the secondary groups. An 
election to that effect should be contained in the claim 
which must itself be. made within two years of the end 
of the year of assessment to which the claim relates 
(in the case of a company, the end of the accounting 
period concerned). It would probably be advantageous 
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‘to exclude the income of one’s wife if a claim would 
entail loss of the additional personal and (for years 
before 1970~71) reduced rate reliefs. An instance 
where it might be preferable to postpone relief other- 
wise available on a child's income is that ‘where the 
income tax and surtax on the child’s income is recover- 
able from trustees. Any relief from tax obtained by the 
parent on the basis of such aggregated income is 
accountable to the trustees under section 47 of the 
Income and Corporation Taxes Act 1970. 


Capital allowances 


One of the advantages of corporation tax is that allow- 
ances or charges in respect of capital expenditure on 
industrial buildings, plant, machinery, mineral sources, 
agricultural works and scientific research or know-how 
are all integrated in the: computation of the adjusted 
result for the purposes of Case I of Schedule D. For 
individuals the disjointed arrangements for capital 
allowances require pou and often conflicting 
calculations. 

Section 169 of the 1970 Act permits partial inte- 
gration for an individual's entitlement to capital 
allowances, subject to the privileged elimination of so 
much of any balancing charge as is matched with 
capital allowances otberwise non-effective brought 
forward from prior years. It is thus possible to set up 
a loss claim even if a profit is in evidence without the 
assistance of net capital allowances. Nevertheless, 
extreme confusion results from the artificial devices 
statutorily resorted to in the opening and closing years 
of a business or when there is some other break in the 
tidy sequence of twelve-monthly accounting periods. 
Attention is invited to the official Inland Revenue 
leaflet No. 540 (1964) which also records the concession 
whereby a loss for a regular accounting period ending 
within the fiscal year may be treated as co-terminous 
with April sth for relief purposes. 

It could happen that a businessman has sustained a 
loss but has no income against which to relieve it and 
perhaps no immediate prospect of future profits. 
There could be a temptation to seek an exchange 
whereby an income is acquired at an equivalent capital 
loss, as when a security is bought shortly before it is 
quoted ex dividend on the Stock Exchange and promptly 
resold. A market for such transactions could exist 
through the comparable efforts of surtax payers to 
convert income into capital. However, legislation 
introduced in 1959 was designed to impose an interval 
of at least one month between purchase and sale so 
as, to increase both risk and expense to the point where 
this exercise proves unprofitable. Nor can this ob- 
stacle be overcome by making an agreement to re-sell 
the security within six months on agreed terms. Section 
474 of the 1970 consolidation measures the penalty 
for an offending. transaction and imposes a further 
disadvantage for companies receiving such interest 
after April 29th, 1969, in the context of chargeable 
gains. On the other hand, section 171 (3) facilitates 
relief against investment income for finance houses. 
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Relief for past losses 
The reluctance of the Legislature to allow losses to be 


relieved against earlier profits is perhaps due to fears 


of the cumulative effect of such claims in a depression 
and the inability to control them. The Tucker Com- 
mittee (Cmd 8189, paragraph 80) and the Royal 
Commission (Cmd 9474, paragraph 486) both directed 
their attention to the probable administrative in- 
convenience. Instead the individual taxpayer is per- 
mitted to carry forward any unrelieved loss against 
his general income of the year of assessment next 
following that in respect of which the right of relief 
first arose. It is a condition that the business concerned 
is still being carried on but the relief brought forward 
is to be dealt with in priority to any current loss. 

Whether instant relief is sought or that relief one 
year deferred, 1t is requisite that in the year of loss the 
trade or other activity was being carried on on a 
commercial basis and with a view to the realization of 
profits. If the trade formed part of a larger under- 
taking it is sufficient if profits in that larger under- 
taking are the objective. However, there is no barrier 
to relief if the activities arise in the exercise of functions 
conferred by or under any public, private or local 
enactment. As set out in section 170 of the 1970 Act 
these criteria are astonishingly nebulous. Last-minute 
repentance pays because the test is to be applied as at 
the end of the year. The expression “with a view to the 
realization of profits’ is equated with ‘being carried 
on at any time so as to afford a reasonable expectation 
of profit’. It is difficult to see that the legislation does 
more than give expression to the Inspector’s unspoken 
thought that if the activity is profitable it is a trade and 
if unprofitable it is a hobby (consider Hawes v. 
Gardiner (36 ATC 341; 37 TC 671)). Claims in respect 
of capital allowances are dealt with on the same footing 
except that they are still admitted for expenditure 
before April 6th, 1960, in the course of a business since 
disqualified for relief. 


Long-term relief 

Following the termination of the three-year average 
basis in 1926, the right to carry forward losses for six 
years was granted, Some losses in the depression of 
the early 1930s were given longer life by the rules for 
interchange with capital allowances and later the 
Second World War deferral so that by 1952 it was 
logical to remove the six-year time limit altogether. 
It was perhaps about that time that a market sprang ` 
up in the transfer of losses although no easy medium 
for effecting transfers was available until the Finance 
Act 1954 authorized continuity of operation where a 
trade was transferred from one company to another 
under the requisite degree of common control. An 
illustration of an unsuccessful ‘sale’ of tax losses occurs 
in Tryka Ltd v. Newall (42 ATC 293; 41 TC 146) 
before 1954 and in Callaghan v. Y. G. Ingram & Sons 
Ltd (47 ATC 372) after 1954. Indeed, the extreme 
delicacy of this type of operation is evidenced by the 
failure of the losses to survive the event in Wood 
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Preservation Ltd v. Prior (47 A'TC 364) and Pritchard 
v. M.H. Builders (Wilmslow) Lid (47 ATC 453) 
although a successful outcome appeared in Blower v. 
Langworthy Brothers (Drills) Lid (47 ATC 39). 


Special situations 


One extension of the basic rule for carry-forward of 
trading losses concerns charges on income represented 
by payments made wholly and exclusively for business 
purposes but excluded from the results as adjusted for 
the purposes of Case I or II of Schedule D. In the 
absence of an adequate surplus of current income such 
payments would give rise to no effective relief for either 
income tax or corporation tax. Hence a right of carry- 
forward has been granted by section 173 so far as 
necessary to overcome this problem, although not so as 
to relieve so much of any payment as is charged to 
capital or not ultimately borne by the claimant. 
Unrelieved interest is likewise catered for by section 
176. 
Another relief enables an individual to utilize losses 
against income derived from a company to which he 
has transferred the business in which the losses arose, 
mainly for shares. The corporate veil is lifted to the 
extent necessary to enable losses to be set off, primarily 
against income assessable on the individual. Possibly 
this rule 1s intended to have the effect of restricting 
' earned income relief although it is not clear what 
would happen if the individual received both emolu- 
ments and interest on short-term deposits. 


Terminal loss relief 


The scope for tax relief is greatest when a business 
comes to an abrupt end following a relatively rapid 
decline from a profit-making to a loss-making position. 
Any business which suffers a trading loss extending 
over more than 12 months should at once call in experts 
to plan the situation so that every £ of loss is put to 
good use. 

The critical decision that has to be taken is when to 
stop trading. A premature cessation may preclude 
relief on capital gains whereas delay may inhibit 
recovery of tax previously paid on profits. In order to 
fix the required date without possibility of controversy 
a partnership can bring in or drop out a partner. An 
individual could be advised to transfer his business to 
a company (which can be obtained fróm business 
transfer agents at trifling cost) but a company is likely 
to have serious difficulty in achieving an abrupt cessa- 
tion without outside co-operation. A transfer of the 
business to another company in which it controls less 
than 75 per cent of the equity is necessary and the 
attendant complexities are likely to be unwelcome to a 
dispirited management and a staff engaged 1n fastening 
their safety belts. One could recommend the company's 
professional advisers to put their heads together and 
create an ad hoc trust to hold 30 per cent of the new 
equity, presumably with trusts for the id Š 
creditors and staff. 
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On the whole it appears easier to organize a cessation 
than to be sure of continuing the business activities in 
such a manner as to validate claims to reduce later 
profits by reference to past losses on the strength of a 
clatm under section 171 of the Income and Corporation 
Taxes Act 1970 (previously section 342 of the 1952 
Act). In Seaman v. Tucketts Ltd (42 ATC 461; 41 
T'C 422) the case stated records the prolonged efforts 
to revitalize a declining business. In Gordon & Blair 
Ltd v. CIR (41 ATC rrr; 40 TC 358) similar efforts 
were more successful but in both instances the newer 
activities were held not to represent a continuation of 
the former trade. 

In this connection the Finance Act 1969 added fresh 
weapons to the Revenue armoury. These are now to be 
found in section 483 and are designed to deny the 
benefit of past losses to a company, the ownership of 
which has changed. It appears from the terms of 
section 484 that any company with an active turnover 
of its shares could find itself in jeopardy if a major 
change in the nature of its business takes place. 


Scope for final relief 


Although it would be impracticable to extend the life 
of a failing business with heavy losses, the benefit of 
these could be obtained by disposing of assets with 
built-in capital gains with a view to the setting off of 
current trading losses against chargeable gains. A 
particular point to watch is that liquidation of a 
company produces a break in the sequence of account- 
ing periods so that it should be arranged that the 
possible heavy losses which may appear from writing 
down stocks on cessation in accordance with section 
137 of the 1970 Act (section 143 of the Income Tax 
Act 1952) are brought into account in the same ac- 
counting period as that in which the major disposals 
of capital assets occur. Book debts should also be 
written down to the maximum extent —a step which 
can be taken in good conscience since the Revenue are 
entitled to tax subsequent recoveries in accordance 
with Chapter V of Part VI of the Income and Corpora- 
tion Taxes Act 1970. 

Sections 174 and 178 of that Act detail the rules for 
giving relief in respect of the trading loss incurred in 
the final 12 months against profits brought into charge 
to tax in the three earlier years. One problem to be 
faced is that of the balancing charges likely to attach 
to industrial buildings, plant and other assets for which 
the proceeds in current sterling, even in a forced sale, 
are liable to exceed written-down values based on costs 
incurred much earlier. An extra-statutory concession 
(I.R.1 No. Ag) available for individuals allows current 
capital allowances in the final 12 months to be brought. 
into an ‘instant’ loss relief claim by an individual if 
there are unused capital allowances of prior years 
available to cover the final profits. Wherever possible, 
however, such final capital allowances would be added. 
to the loss for inclusion in a terminal loss relief claim 
against earlier assessments. 
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Defining the Role of Time-sharing 


S computer use reaches maturity it is proper that its 
Da in business should be subjected to critical 
appraisal. This is particularly true of time-sharing, which, 
although of more recent origin, has rapidly established a 
major role a$ a management tool. If management is to use 
the facilities provided by computers effectively, then it 
should have a clear understanding of the characteristics 
of different computer configurations and availability, and 
how the operational and managerial requirements of the 
business can be most effectively serviced. 

Time-sharing, which is basically the joint simultaneous 
use of a computer by a number of users through remote 
terminals, offers specific facilities which are limited by the 
characteristics of the system itself. In defining its role 


within the informational framework its advantages and. 


disadvantages must be appreciated if its function 1s to be 
limited to those uses where it has distinct advantages over 
other computer or non-computer systems. 


Benefits and limitations of time-sharing 


The chief advantages of time-sharing can be summed up 
as follows: 

(a) Instant accessibility. 

(b) Ability to use large computers without incurring 
the attendant ownership costs. 

(c) Conversational ability. Dialogue between computer 
and user can modify existing programmes or con- 
struct new ones. 

(d) Data transmission is via telephone links with con- 
sequential time saving as against other data trans- 
mission systems. 

(e) It operates as an extension of the manager's own 
mental processes. He can originate the problem, 


FEASIBILITY MATRIX 


construct a program or use an existing one for its 
solution and check that solution without going through 
those formalities which may exist in using the firm's 
own computer with its security checks. 


(f) It has considerably simplified the operations of the 
computer. 


(g) Under the right conditions it has relatively low cost. 


These benefits are striking and merit serious consideration. 
There are, however, necessary operational requirements 
which limit the applications which can be run successfully 
in this way. These limitations are concerned with: 


(a) ‘Transmission costs. In European Business (January), 
Michael Stewart quotes a US study which gives 
150 miles as the maximum economic distance and the 
fact that on a line with a capacity of 2,400 binary 
digits per second it would take almost a day t 
transmit one magnetic tape of data. | 


(b) The system is not designed for applications which 
require large volume storage. To maintain this on- 
line is not economic and is better performed where 
there is available off-line storage. 


Tasks suitable for time-sharing 


It can be readily seen from the above characteristics that 
large volume data processing operations such as payroll 
and stores records are not suitable for time-sharing. The 
data transmission and storage problems are best handled ` 
off-line. 

Applications which would take advantage of the par- 
ticular benefits of the time-sharing system should be 
computational rather than record writing and data analysis, 
and should also be applications which can make the best 
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use of on-line access. Typical of such applications would be 
those concerned with problem solving for managers and 
specialists where the answer is required now and the data 
on which it is based is not voluminous. 

Wot all managerial problems, however, require in- 
stantaneous solution, and if the right computer is to be 
selected for the job in hand each application should be 
studied to see whether it will be more economic if run on 
the firm's own data processing system, or through time- 
sharing links. Economic within this context will mean not 
only economic in terms of cost, but also in management 
time and cost of delays in reaching solutions. 


Feasibility matrix 


In order to distinguish which applications are suitable, 
Mr Stewart suggests drawing up a matrix of the company's 
needs for problem solving at all levels and the programs, 
etz., that are available to service those needs along the 
lines of the illustration on page 810. 

The alpha code inserted in the matrix denotes the time 
$cale within which the information is required, e.g.: 


À — instantaneous; 
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= B = within one hour; Uc I 
~ C- within one day; S i 
D - within one week. 


The numerical code indicates the time that can be saved 
by the manager concerned and which will be available 
for other uses. This time-saving multiplied by the cost per 
hour of the manager's time will give the cost saving in 
managerial time which can be compared with the cost of 
running the job on a time-sharing system. Not that this 
is the only consideration since there may be a number of 
non-quantifiable benefits in reaching a decision earlier. 


Conclusions 


Mathematical techniques are being increasingly used in the 
process of decision-making. 'l'ime-sharing provides valuable 
assistance in evaluating and analysing problems and possible 
solutions in an immediate-response situation. While, 
therefore, a number of routine applications may be dis- 
carded because of the large data volume, it can play a 
very effective. part in other areas and will be increasingly 
recognized as an essential managerial tool. 


The Case of the Double Profit and 


4. The writing-back of provisions to reserves 


|: can probably be accepted as a general rule that the 
writing back of over-provisions directly to reserves is 
undesirable. The reference here is of course to revenue 
provisions and not to those items called capital provisions, 
a misnomer. When a provision is made in the operating 
account, a cost is being recognized, though the amount is 
uncertain. Some provisions are what might be called 
continuous in so far as the loss will not be known until the 
company is eventually wound up. Examples of these would 
be provisions for doubtful debts and discounts. Other 
provisions are for once-only losses, particular costs that are 
not being continually incurred. Ín the first case tbe pro- 
vision may be thought to be running at too high or low a 
level, in the second case, the actual amount may prove the 
provision incorrect. In either event, an adjustment will be 
necessary in the books. This will take the form of a debit 
or credit to the provision account and a debit or credit to 
the account where the provision was first made. This will 
be the operating statement. 


It is difficult to see any justification whatsoever for writ- 
ing over-provisions back directly to reserve accounts or 
increasing provisions by direct debits to reserves. Where a 
short provision is excessive, that is to. say, where the 
directors are admitting that there was serious under- 
provision in previous years, and. that the provision in the 
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current year in fact relates to previous yeais, the only way 
they have of modifying the effect of their omission is by 
writing off the full amount necessary and then sliowin 
as a note the readjusted figures of net profits for all the 
years in question. | 

If it is to be argued that the provision properly applies 
to prior profits retained then one might allow a debit or 
credit to the new account that has been suggested, i.e., 
the capital fund account, column 2, provided the profit 
figures for all relevant previous years are adjusted and 
attention 1s drawn to this fact. Similarly, where it is wished 
to give prior years credit for an over-provision written 
back then the amount can be shown either in the operating 
statement or the capital fund account, and adjustments 
made to profit figures for the relevant years. 


The trend of results 


'The use of the capital fund account for this purpose needs 
to be carefully supervised. What must not be allowed to 
happen is that companies should create false profit trends 
by exaggerating provisions and then adjusting them 
directly by transfer to capital account. Any entry then in 
the capital fund account would need to be carefully 
explained, for as has been pointed out many times in this 
essay, provisions by their very nature belong in the operat- 
ing statement. 

Some discussion of specific accounts has already appeared 


I . THE 
812 I ` - 


in sections r and 2 when dealing with continuous pro- 
visions for doubtful debts and depreciation. Other examples 
are: Schweppes (1968) who write back a provision no 
longer required in their group accounts, £107,000. There 
is no explanation though the figure is not particularly 
material to a profit after tax of {6-3 million. Carreras (1969) 
write back a provision no longer required for coupon 
redemption, {£141,000 (net profit £3-9 million). Laporte 
Industries Holdings Ltd (1969), make group provision by 
debiting reserves directly with an amount of £950,000. 
The profit before tax was {5-2 million but this is only 
£350,000 up on the previous year and that is surely a 
material consideration. The difference in the two years 
between profits after tax is /,90,000. Another company, 
Trust Houses Group, wrote back to retained profits in 
1968, provisions no longer required of £1,327,000 (includ- 
ing taxation £528,000). These figures are very material. 
If they were added back in the profit and loss account 
the increase in net profits after tax in 1969 would have been 
in the region of 10 per cent rather than 82 per cent. 

Lastly, as has already been mentioned, Cunards (1968) 
charge reserves with an increase in provisions of {1 million. 
An amount of £664,000 had already been charged in the 
profit and loss account and group profit after tax was {2-1 
million. 

Before leaving this sticky subject it might be appropriate 
to anticipate the objection that certain of the examples 
given have not centred upon material figures. In reply 
one may say firstly that we are concerned with principle, 
that an error is an error whether it is a small one or a big 
one, and that if one allows one through the net, where does 
one stop? Secondly, if the figures mentioned are sufficiently 
material to merit being dealt with separately in the accounts, 
or notes thereto, then they are sufficiently material to be 
dealt with correctly. 


5. inconsistent treatment of tax adjustments 


Tax adjustments may take either of two forms: (a) the 
treatment of adjustments of the taxation provisions relating 
to. previous years, and (6) adjustments to the amounts set 
aside for the equalization of taxation — also known as 
amounts set aside for deferred taxation. 

-In the first instance no serious problem should arise. 
When the taxation for the year is calculated and deducted 
from profits, to give.net profit after tax, that tax figure has 
not necessarily been agreed with the Inland Revenue. 
When the figure has been agreed it is customary to bring 
in the under- or over-provision. This will come .as a 
separate item in the accounts for the following year, or for 
the year when agreement has in fact been reached. 

At the moment there seem to be three ways of treating 
this adjustment figure, firstly by showing it as an addition 
to, or deduction from, the tax provision for the subsequent 
year; secondly, as an adjustment in the appropriation 
section, i.e., in the profit and loss account after agreeing 
net profit after tax; or thirdly, as a direct adjustment to 
reserves. It is suggested that the first method is the correct 
one, even when the adjustment is due to the fact that the 
rate of tax was not correctly stated originally because it 
was not known. Only in this way will the company disclose 
the total tax liability in the operating accounts over a 
period, and therefore the total net profits after tax. To 
permit either of the other two methods is to allow net 


profits regularly to be under:stated by a generous provision 
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for undetermined tax liabilities, in the knowledge that the 
difference can be written back directly to retained profit 
and therefore an artificial trend established. If the first 
method is adopted, the figures will be shown separately in 
the taxation section, and if thought necessary, revised net 
profit figures can be shown in an x years! summary. 

There is a compromise solution where the adjustment 
relates to the previous year; then the capital fund could 
perhaps be adjusted and the comparative figures in the 
accounts altered. Woolworths effectively did this in 1969 — 
the corporation tax figure for 1968 was short by £900,000 
due to a change in the rate. This was deducted from 
retained profits, but the comparative figures for 1968 in 
the profit and loss account and balance sheet were altered, 
and attention was drawn to the fact. Other companies 
facing similar problems were content to debit reserves 
without adjusting comparative figures. ` 

It might be pointed out with reference to these various 
taxation adjustments that the amounts involved are not 
always small. Joseph Lucas wrote back {£521,000 in 1969 
(tax 1968, [6:6 million): GKN wrote back £860,000 in 
1968 (tax the previous year {11-4 million). When the 
provision for deferred taxation is added, the amount could 
be even more material. 


Deferred taxation 


. Leaving aside now ordinary taxation adjustments we come 


to the second of the categories mentioned, that is amounts 
set aside for deferred taxation and adjustments to this 
figure. The position here is somewhat complicated by 
certain theoretical problems, arising from the fact that there 
is some, or so it would seem from a study of published 
accounts, difference in opinion as to what this amount is. 
The confusion principally revolves around (a) whether 
any amount should be set aside for tax equalization, (b) 
whether any amount so set aside is a provision or a reserve, 
and (c) if a reserve, whether this should be included as part 
of capital employed. The general tendency is to set a sum 
aside without calling it either a provision or reserve, and 
show it in a sort of no-man’s-land in the balance sheet. 
Necessity for doing anything stems from the fact that 
the Inland Revenue has different ideas from the company 
on depreciation. Because tax allowances race ahead of the 
financial charge for depreciation, taxable profits are lower 
than financial profits in year r and higher in year z. Con- 
sequently, the taxation charge in the accounts would be 
disproportionate to the profits shown, were not some 
allowance made for taxation deferred. The answer has been 
to open a tax equalization account in year 1 by debiting an 
appropriate amount to profits in year 1 where the tax charge 
is low, and to reduce the tax charge progressively in sub- 
sequent years. The practical result is that the tax equaliza- 
tion balance is recalculated each year on the basis of the 
difference between total depreciation and total capital 
allowances, and an adjustment is made in the accounts. 
The question is, where should the adjustment be made? 
Some companies show it as part of the taxation charge, 
others show it as an exceptional item in the appropriation 
section, others again show it as a direct adjustment to 
reserves. It is suggested that these three methods cannot 
all be right. | 
If setting aside the amount is an admission that the 
depreciation rate is too low, then obviously, apart from 
the fact that the accounts would not be true and fair, the 
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amount is a charge for a known loss and at best may be 
described as a provision. Any adjustments wculd obviously 
be profit and loss account items. If, on the other hand, 
setting. aside the amount is an admission tha: too little tax 
has been charged considering the profit steted, i.e., that 
profits are included in year A and that the tax on these 
profits will not be shown until year C or D, then again the 
amount is set aside for a known liability and should be 
shown as a provision in the profit and loss account, prefer- 
ably along with other taxation items, but certainly before 
shcwing net profit after tax. Similarly any adjustments to 
the provision should be made in the same way. The only 
thing that remains to be argued is what should happen 
when the account is first opened and the provision effectively 
relates not only to the year in question but also to previous 
yeers. 

The obvious answer seems to be that there is no differ- 
ence here than with items already dealt with in previous 
sections where it has been found necessary to adjust for 
losses relating to previous years. The answer then was that 
the amount should be either: 


(a) shown in the profit and loss account for the current 
year and revised net profit figures foz the relevant 
years shown; or 


(b) carried forward and written off progressively against 
profits for future years; or 


(c) treated as a once-for-all loss of capital end shown as a 
deduction in a capital fund account. In this instance 
also, revised net profit figures could usefully be 
shown, and in fact ought to be shown. 


The reason for excluding the item from the profit and 
loss account altogether was that where iz was such a 
substantial amount, it was preferable to, as it were, reduce 
the capital of the company and start trading from a new 
base rather than saddle future profits with a load they may 
not be able to carry. 

In the present case, that of deferred taxation, these 
arguments do not necessarily apply. This is because there 
is no legal necessity to provide for taxation deferred by 
capital allowances. Hence the hazy treatment of the item, 
the indecision as to whether it is a provision or a reserve, 
and the reason it often ends up as part of capital employed. 

While this situation persists, lump-sum amounts in 
respect of previous years should be dealt with as was the 
amount set aside for accrued pensions when a new pension 
scheme was introduced (see section 3). That is, the amount 
nécessary to start off the equalization acccunt would be 
shown as a deduction from the capital fund account and 
only subsequent adjustments would be shown in the 
taxation section of the profit and loss account. Similarly, 
major adjustments consequent upon changes in the basis 
of depreciation may be shown as direct transfers to or from 
capital fund account. 

In practice, the treatment of adjustments 1o the deferred 
taxation account varies considerably. It would be pointless 
to mention the names of companies. Suffice it to say that 
opinion is divided as to whether the adjustment should be 
made in the taxation section, in the appropriation account, 
or by a direct transfer to or from reserves. It will be 
appreciated that the choice of method will zffect net profit 

comparisons. ` ` 

With regard to the setting up of the (dud the tendency 
is to make a direct transfer from reserves.as also when 
major adjustments are necessary, e.g., when fixed assets 
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are revalued and depreciation presumably: recalculated. 
In 1968, Cunard revalued its fleet and released £700,000 
to retained profits. There is, however, no mention of a 
change in accumulated depreciation. 


6. Sale or revaluation of fixed assets 


The fundamental question concerns the nature of a profit 
or loss on sale. If a distinction is drawn between capital and 
revenue profits and losses, do these fall into the capital 
category or the revenue? On the other hand, is the distinc- 
tion quite unreal in so far as all profits are in the long run 
revenue profits, or alternatively are in the long run capital 
profits? The distinction, or lack of it, has been pursued in 
earlier sections of this essay, and too much time need not 
be spent on it now. There are fotir points worth making or 
repeating: 

(1) There are such things as fixed assets held not for 
resale, for processing or repair, but for continued use 
in earning profits, or furthering the objects of the 
business. 'T'hey are not consumed in the normal trad- 
ing period. These items are sometimes disposed of at 
a substantial loss or profit. ‘This may be an anticipa- 
tion of future trading losses or profits and the loss or 
profit is then strictly of a revenue nature. It was 
pointed out earlier that in certain situations this 
profit or loss could be treated as capital. A reasonable 
example might be when one line of business is dis- 
continued for reasons that could not have been 
anticipated, leaving a fairly heavy investment in plant 
to be disposed of. Although, had the business not 
been discontinued, the plant would have been a 
charge to revenue, it may in these circumstances be 
fairly written off to capital, in so far as capital invested 
Is being written off once and for all as lost, rather than 
being consumed in trading. Again, if the saleable 
value of the plant is substantially in excess of book 
value, and the excess is due not to over-depreciation 
in the past but to a particular increase in the market 
value of this type of plant, then the surplus might 
fairly be treated as a capital item as it did not in any 
way arise out of trading. 


(2) Run-of-the-mill profits and losses on dispositions at 
the end of an asset's normal and useful life, i.e., where 
there is no sudden and unanticipated shortening of 
the period of use, are basically, and ignoring for the 
moment problems arising from changes in the value 
of money, adjustments to the depreciation provision. 
They should therefore be shown in the operating 
account, ‘True, they are in effect adjustments to the 
profits of previous periods, and where the amounts 
are material comparative figures might be adjusted. 
However, in as much as these items crop up each year, 

. they possibly even themselves out — in the last resort, 
. some form of equalization account could be used. 


(3) Profits on sale that arise from changes in the value of 
money are nominal and not real profits or losses. They 
should never be shown in the operating statement but 
always as adjustments to capital, and therefore in the 
capital fund account if such an account were used. 
However, it is not always easy to split a profit on 
disposition between real and nominal, and where 
small amounts are concerned it is: probably best not 
attempted: Where assets are continually revalued, 
i.e., restated in present money equivalents, the in- 
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flationary surpluses or nominal profits will already be 
shown as additions to capital, and any actual profit 
or loss on sale should be a real profit or loss and 
treated accordingly. Where there has been no re- 
valuation in the past and a material asset is disposed 
of, the book value of that asset might be brought up 
to date by reference to a price index. This involves 
historical cost and depreciation but only three entries 
need be necessary, one in the asset account, one in the 
accumulated depreciation account and the balance in 
a capital reserve account. Any balance on sale would 
now be a real profit or loss. 


(4) Profits or losses that are nothing more than a product 

of uninformed depreciation provisions should be 

' treated as such. They are strictly revenue items and 

should be put through the operating account. There 
are three ways this could be done: 


(a) Showing the full amount in the profit and loss 
account for the final year and showing by way of 
note revised profit figures for the relevant years. 


(b) Making an entry in the accumulated capital 
account, drawing attention to the true nature of 
the item, e.g., the amount by which past profits 
were over-stated and maybe over-distributed, and 

showing by way of note the true profit for the 
relevant years. 


(c) Where a loss is involved, carrying the amount 
forward to be written off progressively against 
future profits at the same time putting an equi- 
'valent and reducing sum to a special reserve. 


. In speaking of fixed assets in this context trade invest- 
ments are. included. Trade investments are those made 
with a purpose of furthering the principle objects of the 
business as opposed to investments that represent temporary 
employment of liquid funds. Profits or losses on the sale 
of the latter would always be revenue items and should 
present no problems. 

A final word with reference to surpluses on revaluation. 
It has generally been considered that these are not available 
for distribution. This has long been the strict accounting 
viewpoint, but the legal position is now slightly confused 
and many companies seem to include the surpluses in 
reserve balances available for distribution. Academically, 
this would seem to be unjustified for no real profit has been 
made. In any event to include unrealized surpluses in 
disposable income without providing for possible taxation 
liabilities (e.g., capital gains tax) can only be considered 
dangerous. 

So much for the principle. Now what about the ge 
Most companies show profits and losses on sale of fixed 
assets as direct adjustments to reserves. Some, however, do 
show these items in the óperating account, e.g., the Thom- 
son Organisation (1968) and Raleigh Industries (1968). It 
does seem important that there should be consistency for, 
inter alia, the inclusion of so-called capital profits in the 
operating account of some companies inflates earnings and 
therefore possibly also share prices. In any event it seems 
ridiculous that the accounting profession can come to no 
agreement as to how these items should be treated, and if 
no principles exist then it is about time somebody started 
formulating them. ’ 

With reference to the surpluses on revaluation, these are 
also dealt with in.a variety of ways. The question as to 
whether: or: not these are distributable seems to have been 
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effectively answered by one company at least. In the 1968 
accounts, Cunard admitted to an unrealized surplus on 
revaluation of £2 million, yet in the note showing reclassi- 
fication of reserves, non-distributable reserves amounted to 
only £630,000. 

À final point with reference to revaluation. If it is ac- 
cepted as law that surpluses are only distributable when 
realized, and after a revaluation of all assets, then surely no 
capital profit on sale should be included in disposable 
income unless it can be shown that the total net surplus on 
complete revaluation of all assets is sufficient to cover this ` 
profit, and that the profit is a real profit with reference to a 
particular asset. 


Conclusions 


It is not proposed to sum up these articles in one or two 
short paragraphs. It is, however, perhaps desirable. to 
emphasize four conclusions that may be drawn. 


(x) It should be possible to divide all items between 
revenue items and capital items in the accounts, and 
as there 1s an account for revenue transactions, the 
operating account, or. profit and loss account, there 
should also be an account for all capital transactions 
(sic) the capital fund account. This would include 
what is presently known as the appropriation account. 
It has been described and illustrated in the second 
article of this series. 


(2) Expenses will either be: (a) revenue costs appertain- 
ing to the present year and shown in the operating 
statement, (b) costs relating to subsequent years and 
therefore capitalized and shown as assets, either 
tangible or intangible, to be written off against the 
profits of the years that benefit; or, in exceptional 

circumstances, treated as losses of capital and reduc- 
tions in the capital fund, and (c) revenue costs 
relating to past years to be treated: 


(i) as charges to operating account in present year — 
revised coinparative figures should be shown; 


(ii) as reductions in capital fund where amounts are 
material and loss of capital is definitely involved — 
revised comparative figures should again be 
‘shown; ; 


(iti) as losses to be carried forward and written off 
against futuré profits, 1.6., treatéd as fictitious 
assets. If this method is adopted, à uséful safe- 
guard would be to transfer an amount tó a special 

. reserve equal to the fictitious. asset and write this 
back as and when the asset is reduced. 


(3) Items shown as exceptional at present would, if the 
suggestions contained in this essay were adopted, in 
most instances still be described as exceptional but 
would appear either in the operating statement, the 
capital fund account, or as fictitious assets. It is 
accepted that certain items of an exceptional and non- 
recurrent nature need to be disclosed and explained. 


The argument has been for the most part not "whether 
but ‘how?’ 
(Concluded.) 


! Surplus on revaluation has been included as non-distributable 
though the legal position is somewhat doubtful. Also, reserve for 
deferred taxation has been omitted because this is considered to 


be mote in the nature of a provision and therefore not to be 


included in thé balance of the capital fund account. ` 
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IN A STANDARD LIFE WITH PROFITS POLICY 
A COMPREHENSIVE BONUS SYSTEM 


A system which combines the solid, ever-increasing Ae of eelerer bonuses 
with the 'equity' participation of special claims bonuses. 


Reversionary Bonus The flexible, two-rate declaration has greater cumulative effect than an 
ordinary compound bonus system. For the year ended 15th November 1969 in the U.K., the 
rates were 70/-96 on the sum assured and 100/-% on attaching bonuses. 


Special Claims Bonus Pioneered by Standard Life from 1963, this type of bonus, payable 
on claims by maturity or death, gives a direct share in profits from investment in the equity 
market. At present the rates of bonus in the U.K., calculated on the sum assured and attaching 
bonuses, vary from 196 for policies effected in the year ended 15th November 1967 to 3596 for 
policies effected on or before 15th November 1943 with a maximum of 1 0076 of the sum assured. 


WHICH GIVES RESULTS LIKE THESE ` 


Examples of with profits efidowment assurancés taken out at age 30, matüring in 1970 


£1,000 policyeffectedin © ` 200. 1945 1950. 1955 ` 1960 
Termin years `, 2b. . 20 15- .°10 
Sum Assured and Combined Total Bonus £2, 510 £2,1 51 £1,776 . £1,424 
Total Premiums Paid  . E £863 £875  £890=` -£951 
Effective Gross Annual Yield — a 13. 1%. +. 43.7% 13.8% | 12. 0% 
Note: The BH yield is calculated on the assumption that income tax was paid. at the SEH standard rates 


experienced during the term of the policy. Life assurance cover was, of course, provided in addition throughout the 
term. All figures relate to policies effected in the United Kingdom. ` 









‘Yours for es 


‘Standard Life 


^ u ASSURANCE COMPANY 
 Establis ned 1825.Assets exceed £750,000,000 
Head Office:3 George Street, Edinburgh. 

Branches throughoutthe United Kingdom 
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there are about 
5,000 companies 








.  — wecouldhelp go 
EEN public. 


Among your clients there is at least one 
company with the growth potential, the will and the 
management to go public within the next five years. 
Jt will have been running for more than three years 
and will be currently making profits of at least 
£25,000 before tax. But it needs capital to realise its 
full potential — and that is where Midland Montagu 
comes in. 

The essence of our operation is capital — capital 
for expansion. So that your client can build up profits 
to the level appropriate for a public flotation. - 

The advantages of dealing with us. 

Your client will have a financial partner with 
interests identical to his own. A partner who together 
with his associates can save him (and you) time and 
effort by helping transact all his financial business ` 
and in particular can arrange for the all-important - 
sponsorship of his eventual flotation. 

Our capital package will be tailored to his 

needs — he won't be burdened with loans for longer 
than necessary nor will he be persuaded to give up a 
bigger equity stake than he need. And although we 


won't interfere in the management or with your 
client's existing relationships with his professional | 
advisers, both you and he will find our directors and 
executives have a breadth of management experience 
beyond the confines of the City and finance. 

How we work. 

An initial approach by client or professional 
adviser leads to a meeting. Following this — if both 
parties agree to go ahead — we take a detailed look at 
the company. Assuming we like what we see — and 
more importantly your client and you like what you 
see of us — we will make an offer of finance. If this is 
acceptable the only formalities remaining are a 
satisfactory Accountant’s Report and a formal 
agreement settled by Solicitors. - 

We usually take around a 20 per cent. share in 
the equity — directly in shares or by way of a loan 
convertible into shares sometime before flotation — 
whichever is more appropriate to your client's - 
requirements. Alongside this equity participation 
we normally provide the balance of the capital by a 
three to five year medium term loan. 


| I'd like to know more about what Midland Montagu Industrial 


dlike to know more about what Midland Montagu Industrial 


Finance can offer my client. 
Name 

Firm 

Address 





Post to: Midland Montagu Industrial Finance Limited, 
30 St. Swithin’s Lane, London, E.C.4 


Owned jointly by The Midland Bank Group 
and Samuel Montagu & Co. Limited. 
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Inclusion and Exclusion -an 
Accounting Problem- Il 


by R. E. ELLMER, M.A.(Cantab.), F.C.A., A.C.LS. 


|: will have been gathered from Part I of this article (May 
7th issue), that the accounts of a consignee, if kept so as 
to maintain full accountability between the consignor and 
himself, afford an excellent example of the flexibility of 
accounting techniques by setting up debits which are sub- 
sequently knocked down by counterbalancing credits. 


Royalty accounts provide an equally interesting field for 
the display. of the same counterbalancing technique, as 
will be demonstrated by adapting the details of a question 
which appeared in the Intermediate Examination of The | 
Institute of Chartered Accountants in England and Wales 
in May 1962: 


‘A company i is engaged in recovering barytes from mounds on disused lead mines. The product is sold to the steel 
industry. On January Ist, 1959, the owner of the land on which the mounds are situated granted to the company a licence 


which provided for: 


(1) A royalty of £2 per ton of barytes recovered. 
(2) A minimum (or dead) rent of £400 per annum. 


(3) The recoupment of short workings within a period of two years from the end of the year in which they occurred. 


The quantities recovered during the first three years were: 


1959 
1960 
1961 


240 


"The amount due to the licenser in respect of each year was eae on J anuary 25th in the year following. 


“You are required to write up the ledger accounts as they would appear in the books of (a), the licensee and (b), the 
licenser, on the basis that it is expected that the short workings will NOT be recovered in the specified time.’ 


(a) THE BOOKS OF THE LICENSEE 
(1) Royalties 



































1959 | Tons £ 1959 E: 
Dec. 31 Licenser 150 300 Dec. 31 Profit and loss account... T 400 
1960 1960 
Dec. 31 Licenser 175 350 Dec. 31 Profit and loss account .. 350 
1961 1961 
Dec. 31 Licenser 240 480 Dec. 31 Profit and loss account . 480 
| (2) Licenser 
1960 £ 1959 f e £ 
Jan. 25 Cash 2s bó GE T 400 Dec. 31 Royalties a D T m 300 
» 31 Short workings 100 
£400 £400 
1961 Í 1960 £ 
Jan. 25 Cash sch Lë T 400 Dec. 31 Royalties i .. es ech 350 
» 3% Short workings .. o WW vi 50 
£400 £400 
1961 £ 1961 £ 
Dec. 31 Short workings .. d T - . 8o Dec. 31 Royalties 480 
1962 
Jan. 25 Cash 400 
£480 £480 


- H 


- 


Licenser 


4 


Licenser 


"4 


Balance brought down 


- 


Profit and loss account 
Short workings .. 
Balance carried. down 


Profit and loss account 


NE "E 


Profit and loss account’. .. 


Profit and loss account `.. 
Short workings 


Royalties 
Provision for short workings 


` Royalties 
Provision for short workings 


Royalties 


` k 
S -'THE 


Ke ACCOUNTANT 


Z Short Workings 
ë 


v 


~ 


D 


, " IOO 





50 


£ l 
8o 
20 


59 





` £150 


Zeta 


1961 
Dec. 31 


» 31 Provisionfor irrecoverable short workings 


L 3I 


1959 
Dec. 31 
1960 
pec 31 


.1902 . | 1... . ` 
Jan. 1 Balance brought down :. 


(x) Royalties 


- £ 


400 ` 





- £400 








- 1959 


Dec. 31 
+> 3I 


1960 
Dec. 31 
HP 3I 


1961 
Dec. 31 


_ (2) Licensee 


£ 
300 
, 190 





* £400 








1960 
Jan. 25 


1961 
Jan. 25 


1961 
Dec. 31 
1962 
Jan. 25 


Licenser 


Balance carried down 


(4) Provision for Irrecoverable Short Workings 


Profit and loss account .. 


Prout and loss account .. 


(b) THE BOOKS OF THE LICENSER 


Licensee .. 
Short workings 


Licensee 
Short workings 


Licensee .. 


Cash 


Cash 


r 


Provision for short workings 


Cash 
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(3) Short Workings 











1959 | "ek ge 

Dec. 31 Royalties 100 

1960 | | 

Dec. 31 Royalties .. eg ia Se ju 50 
= piso 

1962, l l ! | 

Jan. xi Balance brought down .. 2s Ea 5o 








(4) Provision for Short Workings 


1061 - i £ 





Dec. 31 Licensee .. A Eu. e "E 80 
» 31 Short workings .. "NU 22 20 

» 31r Balance carried down  .- Du as 50 
£150 








The question, as it was originally set, asking for entries 
in the books of the licensee only, and with ao requirement 
about reflecting the possible non-recoupment of short 
workings, in the sense that provisions were to be raised 
in the books, was worth no more than thes twelve marks 
allocated to it, and that at Intermediate level. But let the 
question of non-expectation of recoupment be introduced, 
and that in the books of both licensee ard licenser, and 


(a) The Books of the Licensee 
(z) On the creation of short workings: 


(i) Dr Short workings 
Cr Licenser 


. (2) On the utilization of short workings: 


(i) Dr Licenser 
Cr Short workings 
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1961 mE ú £. 
Dec. 31 Royalties "ME THE 8o 
» 31 Provision for short waq na SEN 20 
» 31i Balance carried down  .. Gas) 2 50 
| £150 
1959 £ 
Dec. 31 Licensee Ë 100 
1960 | 
Dec. 31 Licensee .. ex im i e 50 
| £150 
1962 
Jan. xr Balance brought down .. " Va 50 


the problem is expanded into one of fascinating interest. 

The mutually exclusive accounts in the books of both 
licensee and licenser are short workings and provision for 
(irrecoverable) short workings — and in that regard, note 
should be made that these two accounts are both the same 
way ‘on’ in both sets of books — and it is proposed to detail 
the steps which are required to set up the various accounts 
in the books of both parties. 


Gi) Dr Profit and loss account 
Cr Provision for irrecoverable short workings 


with the amount of the short workings created. 


(ii) Dr Provision for irrecoverable.short workings. . . 
Cr Profit and loss account 


with the amount of the short workings utilized. 


(3) On the writing off of unutilizable short workings: 


„Dry Provision for irrecoverable short workings 


E Cr Short workings 


with the amount of the unutilizable short workings written off. 


(b) The Books of the Licenser 
(r) On the creation of short workings: 


Gi) "Dr Licensee 3 
Cr Provision for short workings 


Gi) Dr Short workings 
Cr Royalties 


with the amount of the short workings created. 


(2) On the utilization of short working-: 


(i) Dr Provision for short workings 
Cr Licensee 


(ii) Dr Royalties 
Cr Short workings 


with the amount of the short workings utilized. 


(3) On the writing off of unutilizable saort workings: : 


Dr Provision for short workings 
Cr Short workings 


with the amunt of the unutilizable short workings written off. 
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Reference to the accounts of the example now under 
consideration will show that of the first {100 of short 
workings, created in 1959, £20 had been unutilized two 
years later, in 1961, and must therefore be written off. 
But this loss to the licensee is a gain to the licenser, since 
no more than {80 of the short workings created in 1959 can 
be utilized. Yet a situation has developed which is a loss 
in the books of the former, and a gain in the books of the 
latter, and is reflected by entries which are virtually identical, 
viz.: 


(a) The Books of the Licensee 
Provision for irrecoverable short workings Dr £20 


To short workings £20 
(b) The Books of the Licenser 
Provision for short workings Dr £20 
To short workings Á20' 


The student of accountancy may well ask how it is that 
an item which is a loss in the books of the licensee and a 


Current Law 





Apprentice: Wrongful dismissal 


N apprentice was indentured for a four-year term, the 
agreement including a provision entitling the employers 
to dismiss him if he was ‘guilty of misconduct’, The 
apprentice duly worked in various departments of the 
employers’ engineering business and also attended the local 
technical college. He passed his first qualifying examination 
at the second attempt, but the college reported that the 
prospects of his passing a second examination were unlikely. 
On receiving the college report, the employers informed 
him that they had no option but to terminate his apprentice- 
ship. T'hey offered him general work in the factory, but 
this he refused to accept. He obtained other work elsewhere, 
and also brought an action against his employers for breach 
of contract. 

The Court of Appeal unanimously agreed that the 
plaintiff had not been guilty of misconduct and the em- 
ployers, therefore, had no right to terminate the agreement. 
An apprenticeship agreement was of a special character, 
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gain in the books of the licenser is represented by entries 
which are virtually identical in the books of both parties. 
The answer is that short workings is basically an account 
with a debit balance, but the debit in the books of the 
licensee represents an asset, while the debit in the books 
of the licenser represents a loss. Thus, to reduce the 
debits by the credit entry of £20 represents a reduction 
in the value of the asset to the licensee De, a loss), but in 
the books of the licenser, the credit of {20 represents a 
reduction of a loss (e, a gain). Such is the wonder of the 
mechanism of double-entry! . | 

Similarly with the provision for (irrecoverable) short 
workings, which is basicaly an account with a credit 
balance. In the books of the licensee, the credit balance 
reflects a possible gain, and therefore the debit of {20 
represents a reduction in the possible gain (i.e., a loss), 
while in the books of the licenser, the credit balance 
reflects a liability, and therefore the debit of {20 represents 
a reduction in that liability (e, a gain). 

And once more the subtle truth of the accountant’s art 
has revealed itself in all its potency. 


and its whole object was to enable a man to fit himself for 
better employment. He was entitled’ to recover damages 
not only for loss of earnings during the remainder of the 
term of the original agreement, but also for his loss of 
future prospects of getting a better post and wages because 
of his training and experience. The position of an apprentice 
and employer was different from the ordinary contract of 
employment. 

Dunk v. George Waller & Son Lid ([1970] x14 SJ 356). 


. [An editorial note in the Solicitors’ Journal draws par- 


ticular attention to this case as being of potential application 
not only to apprentices but also.to articled clerks. If, 
following such an unlawful dismissal, the clerk failed to 
obtain articles elsewhere after making all reasonable efforts, 
the ultimate liability in respect of his failure to qualify as a 
professional man could be very large.] 


Tor 


Contract: Exception or fundamental 
breach ? 


ACQUIRED from a firm of motor dealers a new motor 
cycle priced at £518, through the medium of a hire- 
purchase contract with a finance company, F Ltd. The 
agreement included the clause ‘subject to no conditions or 
warranties whatsoever expressed or implied’. The motor 
cycle proved to be completely unsatisfactory and A, after 
paying the deposit and instalments to a total of £195, 
repudiated the agreement. F Ltd took possession of the 
motor cycle which they resold for £142, and brought 
proceedings against A and against the dealers for damages 
in respect of the breach of the hire-purchase agreement. 
The Court of Appeal held that an agreement such as the 
present contained implied terms that the vehicle had to be 
reasonably fit for its intended purpose and should be road- 
worthy. The defects in the present case were serious and 
likely to cause an accident, and were therefore fundamental 
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And so it does. But with 
some reason. In an in- E 
dependently witnessed 
research experiment it 
was left for 60 minutes 
in a furnace reaching 
1700°F, removed, dropped 
30 feet on to broken bricks and 
returned to the holocaust for a 

further half hour at 1790°F. It was instantly clear it had had a 
poor time. But not one document inside it had been disfigured. 

And with the new lightweight fire-resisting material now in- 
corporated, floor loading problems have been banished as: 
well as the fire hazard itself. 


ON YOUR OWN 


Lose your cash, your tangible assets even your premises by 
fire and you can collect on your insurance. Lose your docu- 
ments—records, mailing-lists, registers, contracts—and you're’ 
on your own. You can't insure them. You can't replace them. 


And you very likely can't, as a company, survive without them. 
Worth a thought ? 
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to the agreement. A fundamental breach of the agreement 
having been established, F Ltd were nct entitled to rely 
upon the exclusion clauses in that agreement. The claim 
for damages therefore failed. 

Farnworth Finance Facilities Lid v. Attryde and others 


([1970] 114 SJ 354). 


Sale of goods: ‘merchantable quality’ 


ECTION r4 (2) of the Sale of Gocds Act 1893 pro- 
vides that ‘where goods are bought by description . . 
there is an implied condition that the zoods shall be of 
merchantable quality'. 
B Ltd ordered from C Ltd a quantity of cloth to a 
detailed specification, intending to use it for dressmaking. 
C did not know of this intention, and believed the cloth 
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to be for industrial use. T'he price (36:25d per yard) was 
higher than normal for industrial fabrics but not unreason- 
ably high. The cloth as supplied proved unsuitable for 
dressmaking, and B cancelled the contract and claimed 
damages. C was left with a considerable quantity of the 
cloth in hand, end sold it for industrial use at 30d per 
ard. 

: In a reserved judgment, the House of Lords held that. 
the cloth was of merchantable quality. It was saleable for a 
number of industrial purposes and there was accordingly 
a market for cloth of that general character and description. 
A finding that goods could be sold only at a ‘throw-away’ 
price might indicate that they. were not of merchantable 
quality, but the abatement of price in the present case was 
not so material as to justify any such inference. 

B.S. Brown Gi Son Lid v. Craiks Ltd ([1970] 1 All ER 
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Bad Debt Provisions 


HE report and accounts of Empire Stores (Bradford) 

Ltd — one of the biggest organizations in mail order — 
form the subject of this week's reprint, and as readers will see 
in Note 1 to the accounts, the stoical Irland Revenue has 
been able to impress even on the conservative men of 
Bradford that there is -a limit to conservatism when it 
comes to providing for bad and doubtful debts. Mr Joseph 
Fattorini, Empire Stores’ chairman, enlerges on this point 
in his annual statement. 

The increase of rr per cent to {2,139,171 in pre-tax 
profit, he points out first of all, is not e valid comparison 
because the latest accounts incorporate the new bad debt 
provision as agreed with the Revenue. Had the refused basis 
been applied to the 1968-69 figures, the profit for that-year 
would have been £2,018,000 and the apparent increase this 
year thereby becomes 6 per cent. 

But in point of fact the accounting period for the 
previous year covered 53 weeks, as agains: 52 in the 1969—70 
year, and if a comparable adjustment is made for the extra 
week, the true increase in the company's profit comes out 
at 7 per cent. 

It will be seen that the taxation adjustment agreed for 
the years before 1969 has been made as at January 31st, 
1969, and 1s shown in the profit and loss account below the 
dividend appropriations. This amounts to a surplus of 
£489,069 on which there is a tax liabilitv of £204,859. 

Mr Fattorini says that the directors are satisfied that the 


revised basis is 'sound for the times we live in and gives a ' 


realistic valuation of outstanding debts’. Close attention 
wil continue to be given to the matter of this provision 
which the chairman says ‘is so important to our type of 
business’. 


Warehouse scheme 


The chairman also draws attention to the movements in 
the ‘financing’ charges shown in the proft and loss account. 


These are linked with the issue of £1,250,000 82 per cent 
debentures in January 1969. As the result of the board’s 
decision to defer the building of a new warehouse at 
Wakefield, the funds raised by the issue were profitably 
employed and although there was a material increase in the 
amount of debenture interest, there was a corresponding 
increase in the amount of interest receivable on short-term 
loans and a reduction in the amount of bank interest pay- 
able by the company. 

The Wakefield warehouse scheme is, however, being put 
into operation and the plan is to bring it into being in time 
to provide the company with the necessary space needed 
for planned expansion during 1971 and subsequent years. 
The new warehouse, approximately 200,000 square feet, 
will be built nezr the present Wakefield warehouse. 

Last October it was stated that the building of the new 
warehouse had been deferred for at least a year because of 
the slower growth of the company's turnover, the un- 
favourable economic climate and the sevére restrictions on 
bank borrowing. All these factors seemed to justify delay 
but turnovér apparently kept on rising and, with the 
inestimable benefit of hindsight, it seems that the board's 
decision to defer the warehouse programme was based on a 
view of economic causes rather than on their effect. 


Rising turnover 


The matters quoted as reasons for deferring the warehouse 
development were still a reflection of the reasons which in 
1968—69 brought a rise of 29:2 per cent in turnover when, 
as Mr Fattorini says, ‘people seemed to realize that prices 
were rising and took advantage of the opportunity to buy 
before such rises occurred'. 

That view spilled over into 1969-70. Although at the half- 
year mark turnover was showing a comparatively modest 
rise of 9-6 per cent, -by the end of the year turnover had 
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reached another all-time high record of £26,227,000, 
representing an increase of 11-5 per cent on the previously 
slightly longer 53-week year. 

Profitability in mail order as in a department store turns 
largely on the sales mix. The past year's sales growth was 
particularly concentrated on toys and Christmas gifts where 
margins are less than on the fashion and clothing depart- 
.ments where the risk 1s higher. 

During the autumn and winter season the main fashion 
departments showed comparatively little growth with the 
result that the sales mix became unbalanced, resulting in 
lower profit margins in the second half of the year. During 
the current year, so far, turnover is running 14 per cent 
up on last year and the sales mix appears to be satisfactory. 
The directors expect turnover records to be broken again. 


Satisfied agents 


At this point it is interesting to note the chairman's com- 
ments on the methods of achieving higher sales. 'T'o increase 
sales, he states, it is either necessary to increase the purchases 
of each agent or to increase the number of agents through 
whom the purchases are made. A good mail order company 
will try to do both and the chairman hastens to add that 
Empire Stores’ sales per agent are satisfactory and there is 
no difficulty in increasing the number of agents. 

To obtain an agent is one problem. To keep an agent 
happy and satisfied is another. Agent loyalty necessitates, 
on the company's part, personal day-to-day attention to the 
problem of not only retaining goodwill but wherever 
possible increasing the satisfaction. with the company's 
form of trading. T'he relationship between the company 
and its agents is, of course, vital to growth. 

"We are always amazed to find’, Mr Fattorini says, ‘that 
very often the relationship becomes one almost of friend- 
ship whilst a successful agent for Empire Stores not only 
has a worth-while payment for her efforts but is proud of 
the service which she is able to give to her friends and 
neighbours.' 

In this column's opinion the operative words are ‘she’ 
and ‘her’. There is an awful lot of psychology in this 
business. 


Fourth generation 


Those readers interested in company history and in- 
dustrial evolution may care to know that in 1830 the first 
Fattorini came from the plains of Lombardy in Italy to the 
West Riding of Yorkshire where he started a small family 
jewellery business. The present chairman Mr Joseph 
Fattorini, and vice-chairman Mr James Fattorini, are the 
fourth generation of the original Fattorini. 

The two main operating subsidiaries of Empire Stores 
(Bradford) are, in fact, Empire Stores Ltd, itself the mail 
. order house, and Fattorini & Sons Ltd, of Birmingham, 
manufacturers of badges, industrial name-plates and 
medals. In the directors’ report it is stated that “the whole 
of the turnover and profits i is attributable to the mail order 
operation with the exception of approximately x per cent 
' which relates to Fattorini & Sons Ltd’. 

Since 1966, mail order sales have more than doubled — 
rising from {12,077,000 to £26,227,000 with pre-tax profits 
keeping in reasonable step by improving from £1,060,000 
to £2,139,000. Ordinary dividend in present capital terms 
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has been raised from 16-42 per cent to 19:25 per cent in 
'the past five years, with cover improving from 1:86 times to 
2:94 times. 


Depreciation Policy 


HE depreciation policy followed by Owen Owen Ltd, 

the department store company, is proving a burden 
under conditions of pressure on margins and expensive 
store development. The company's 1969-70 accounts show 
group sales at {22,782,000 against {20,996,000 but a 
£57,000 drop in trading surplus to £350,000 after, among 
other things, a £36,000 increase in depreciation to £346,000. 
From net earnings of £135,000 against £186,000, however, 
there are supplementary depreciation charges of £156,000 
against £ 151,000. 

Note 5 to the profit and loss account states that deprecia- 
tion is provided to write off the gross book value of all 
assets, excluding freehold site values and loose equipment by 
equal annual instalments over their expected normal lives. 
The bases are: leasehold site values — period of lease; free- 
hold and leasehold properties — 60 years or period of lease if 
shorter; fixed plant — 25 years; store equipment — 6% to 20 
years dependent on category; and motor vehicles — 5 years. 
Supplementary depreciation is an appropriation to reserve 
towards meeting the difference between the anticipated 
cost of replacement of fixed assets and the gross book 
values. 

Chairman and managing director Mr John A. H. Norman, 
in his statement, gives detail of how the £502,000 total of 
depreciation and supplementary depreciation is built. 


The detail is as follows: 
Freehold and iong leasehold SS (UK Á 


only) 113,000 
Freehold and long leasehold es (UK odio 73,000 
Short leasehold E and om eet 

Canada) 45,000 
Store equipment 252,000 
Motor vehicles 19,000 

f, 502,000 
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The provision for the replacement of all fixed assets 
(other than freehold site values) is based on a 1966 valuation 
or subsequent cost, adopting the estimated average life as 
shown in Note 5. In particular the chairman draws, at- 
tention to the amortization of freehold and long leasehold 
properties over 60 years with no benefit of taxation relief 
and also to the fact that for all assets realistic replacement 
values are used in preference to historical cost. 

"Our basis’, he admits, ‘appears disproportionately 
onerous if profits fall. In addition, it has the effect of 
increasing the sales break-even point for the trading units 
and this is a heavy burden in the first formative years of 
new stores.’ 

But the impact of the policy, the chairman maintains, is 
reflected in the strength of the group's cash flow *which is 
available to meet the constant demand for renovation and 
replacement of fixed assets in our stores. Any appreciation 
of the group's performance must, therefore, take into 
account the conservatism of the final earnings which result 
from the depreciation policy we follow’. 
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CITY NOTES 


HEN a market can move over seven points on an 

incorrect rumour that the IOS affair has been cleared 
up, there is obviously an extremely touchy position. There 
is also evidence that, given anything approaching favour- 
able news, the London and New York stock-markets would 
revive, and revive strongly. 

Settlement of the IOS affair, however, would not neces- 
sarily be the type of good news that the markets on both 
sides of the Atlantic really want. They want basic political 
and economic good news, neither of which seem likely to 
materialize in a hurry. 

When politicians in government both in Britain and in the 
United States opt out of the war against inflation because 
waging such a war is politically unpopular, then political 
and economic good news is going to be scarce. 


Throw in the British general election for good measure —. 


the measure meaning a Government vacuum for a few 
months — and it is not difficult to appreciate just why, 
despite the fall in security values, the mood is still bearish. 
And since the mood is more deeply bearish in the United 
States, the London stock-market can do little else but 
follow the New York line. 


* * * * 


HE editorial in the May issue of International Currency 

Review shows concern that the problems of the United 
States which still dominate the international monetary 
scene, have taken a distinct and worrying turn for the worse. 
The extension of the Vietnam war into Cambodia ‘can only 
aggravate the already virtually insurmountable problem of 
the United States payments deficit’. It is considered possible 
that some kind of recession in the United States economy 
could conceivably bring about an improvement in the US 
trade balance sufficient to make the payments gap perhaps 
credible as a temporary proposition. But internal civil 
unrest and a level of unemployment already nearing the 
four million mark must severely limit the freedom of action 


D 


of the authorities. If a recession were to come, the editorial 
considers it would ‘represent the final discrediting of the 
“fine tuning" approach to monetary and fiscal policy which 
has for so long befogged the minds of economic ad- 
ministrators in the English-speaking world’. 


* * * * 


OMMENTING on "Ihe outlook for gold’ at an 

international investment conference in Brussels, Mr 
D. O. Lloyd-Jacob, manager of Consolidated Gold Fields 
Ltd, was bold enough to forecast a considerably higher free 
market gold price by the mid-1970s. 

: His forecast was based on an assessment of the supply 
and demand position of the metal which 1s admittedly 
weighted in favour of supply at present. Favourable factors 
include the increase of the internal Soviet gold price to the 
equivalent of $68, the lack of an alternative instrument 
more satisfactory than gold bars to traditional holders, and 
the fair certainty that mine output will not increase sub- 
stantially in the next few years. Given that situation, and the 
normal rate of increase in demand for gold for manu- 
facturing purposes, Mr Lloyd-Jacob wound up his dis- 
course by saying “f we don't see prices in real terms of 
around $45 in 1973 and over $50 by 1975, I personally 
should be very much surprised'. 


HE fashion of words is intriguing to watch even if it 

is dangerous to follow. À company is apparently nothing 
these days unless it is ‘oriented’ or ‘orientated’ (whatever 
the difference may be), and if it is 'management-orientated' 
then so much the better. 

Mr Leopold Muller succeeds in applying the word to 
the De Vere Hotels and Restaurants company of which he 
is chairman. ‘Our hotels’, he says, ‘have developed into a 
major banqueting and conference-orientated group with 
minimum reliance on package-tour operations’. 


l RATES AND PRICES 


Closing prices, Tuesday, May 26th, 1970 
Tax Reserve Certificates: (25.2.70) Companies 54%; 
3% surrendered for cash; Personal 4% 


Bank Rate 
Oct. 19, 1967 .. es 46% Sept. 19, 1968 ce. NG 
Nov. 9, 1967 .. , 64% Feb. 27, 1969 . 8% 
Nov. 18, 1967.. 8% March 5, 1970 e 738% 
March 21, 1968 7196 Apr. 15, 1970 .. ae 9% 
Treasury Bills 
Mar. 20 .. £7 5s 2:22d% Apr. 24 .. £6 15s 5°47d% 
Mar. 26 £7 3s 6:62d% May x .. £6 15s10'47d9$ 
Apr. 5 .. £7 35 s2ad9, May 8 .. £6 rss 6:26d% 
Apr. 10 .. £7 is1i0'93d94 May 15 .. £6 16s o'68d9, 
Apr. 17 .. £6 14s 6:14d% May 22 .. £6 17s 2'42d% 
Money Rates 
Day to day 51-6195 Bank Bills — 
7 days T 54-64% 2 months 8-84 % 
Fine Trade Bills 3 months 8-84 % 
3 months 81-994 4 months 8-84% 
4 months 84-9 % 6 months 83-88% 
6 months 83-94% 


Foreign Exchanges 
New York.. 2'401I Frankfurt 8-7260 
Montreal 2:5760 Milan I510'40 
Amsterdam 8:7135 Oslo 17:1640 
Brussels I19:21 Paris 1372670 
Copenhagen 18:0020 Zürich 103570 
Gilt-edged 
Consols 4% 431; Funding 6% 1993 .. 69 
Consols 24% 26$ Savings 3% 60-70 .. 984 
Conversion 33% .. 375 Savings 3% 65-75  .. &1& 
Conversion 5% 1971  .. 97% ‘Treasury 64% 1976 .. 95 
Conversion 51% 1974 .. 9I¢ Treasury 34% 77-80 .. 64i 
Conversion 6% 1972 . 96% ‘Treasury 34% 79-81 .. 63i 
_ Funding 34% 99-04 .. 431 Treasury 5% 86-89 .. 62 + 
Funding 4% 60-90 . 97$ "Treasury 54% o8-12 .. 6oi 
Funding 5195 78-80  .. 74i ‘Treasury 24% .. 26% 
Funding 5$% 82-84 e Zä Victory 4% .. .. .. 964 
Funding 5276 87-91 .. 674 War Loan 33% 36i 
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The Institute of 


Cost and Works Accountants 


Report of the Council 


Extracts from the annual report of the Council of The Institute of Cost and 
Works Accountants, to be presented at the fifty-first annual general meeting of 
members on Saturday, June 13th, at the Connaught Rooms, Great Queen Street, 


The Institute's Golden Jubilee 


N March 7th, 1969, the Institute completed fifty 

years of service to industry. 'T he President, on behalf of 
the Council, sent the following address to Her Majesty The 
Queen: 


"We, Your Majesty's dutiful and faithful subjects, the 
President and Council of The Institute of Cost and Works 
Accountants, on the occasion of the fiftieth anniversay of 
the founding of our Institute, send respectful and loyal 
greetings to Your Majesty.' 


The following telegram was received by the President 
irom Her Majesty's Private Secretary: 


‘Please convey to The Council of The Institute of Cost 
and Works Accountants the sincere thanks of the Queen for 
their message of loyal greetings on the occasion of the 
Institute's fiftieth anniversary. Her Majesty greatly 
appreciated this message.’ 


The celebration of the Golden Jubilee took place in 
London, on Wednesday, Thursday and Friday, June 
11th, 12th and 13th. 

On Wednesday afternoon, June 11th, the Institute was 
‘at home’ to the guests from overseas in the Council Room 
at Portland Place. In the evening a reception was given by 
the President at the Banqueting House in Whitehall for a 
large gathering of friends of the Institute, as well as many 
members and their personal guests. 

On the morning of Thursday, June rath, a service was 
held in Westminster Abbey and was attended by the 
President, Vice-Presidents, Members of Council, Past- 
Presidents, some of the members of the families of de- 
ceased Past-Presidents, past and present members of the 
staff of the Institute and many members and registered 
students with their wives and families. Among the many 
distinguished guests in the congregation were the Lord 
Mayor and Lady Mayoress of Westminster, and repre- 
sentatives of the Free Churches, of the Cardinal Archbishop 
of Westminster and of the Church of Scotland. 

The service was conducted by the Dean of Westminster, 
The Very Revd Dr Eric S. Abbott, &.c.v.o., assisted by the 
Precentor, The Revd Rennie Simpson. The address was 
given by the Rt Revd Simon Phipps, Bishop of Horsham, 
and the lessons were read by Mr G. C. Stone, F.C.W.A., 


London WC2. 


J.DIP.M.A., a Past-President of the Institute, and Mr A. E. 
Tick, a registered student of the Institute. 


Membership 


During the year there were 666 admissions to membership 
(compared with $21 in 1968) and, after allowance for 
resignations, lapsed memberships and deaths, the total 
membership of the Institute at December 31st, 1969, was 
10,831 showing a net increase of 565 during the year. 


The future of the profession 


Early in March, members were given notice of an Extra- 
ordinary General Meeting to be held on April roth, at the 
Queen Elizabeth Hall, London SE:. The purpose of the 
meeting was to consider a resolution expressing approval 
in principle of the scheme of integration (details of which 
had been issued to members on July 25th, 1968) and 
authorizing the Council ‘to take such further steps as may 
seem to the Council to be necessary or desirable to enable 
formal proposals for the implementation of the scheme to be 
submitted to members’. The resolution was subject (a) to 
certain modifications being made to the scheme in the light 
of views expressed at local meetings of members convened 
by all six participating bodies towards the end of 1968 
and (b) to similar resolutions being passed by the other 
five participating bodies. With the notice, members were 
sent a summary of the principal points raised at the local 
meetings of [CWA members and of the replies given by 
the platform partv at those meetings. In his letter which 
accompanied the documents, the President of the Institute 
reminded members that the Council, ‘holding the view that 
members should be entirely free to reach their own con- 
clusions on the scheme, makes no specific recommend- 
ations’. l 

Under the Institute's Articles of Association, proxies 
may be used only on a poll. So that every member, whether 
or not able to attend the meeting should have the oppor- 
tunity of recording his vote, the President demanded a poll, 
the result of which was as follows: 

For the resolution: 

Against the resolution: 

Majority for the resolution: 


4,033 votes 
I,437 votes 
73-73 per cent 
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- The resolution had, by decision of the Council, been put 
to members as a special resolution requiring for its passing 
a majority of three-fourths of members voting in person or 
by proxy. Ás the majority in favour of the resolution was 
1:27 per cent below that required, the President declared it 
lost. 

The Council, having taken into account the voting on 
April 19th (which indicated that a clear majority of the 
members who voted did not wish the Institute to withdraw 
from the scheme) and the voting of the other participating 
bodies agreed to resubmit the resolution to members at a 
further meeting to be held at The Connaught Rooms, 
London WC2, on June 14th. The Council agreed that the 
resolution should be resubmitted as an ordinary resolution 
requiring for its passing a simple majority of the votes 
cast. 

In a letter to members announcing the Council's de- 
cision, the President pointed out that if members were 
asked in due course finally to vote on the implementation of 
the scheme, involving the formal winding-up of the 
Institute, a special resolution would be required, under the 
provisions of the Companies Act: although the resolution 
had been put to members on April rgth, in the form of a 
special resolution, this was not statutorily necessary and, 
indeed, the English, Scottish and Irish Institutes, who 
would in due course require 66$ per cent majorities to 


implement changes in their royal charters, sought only. 


simple majorities on their resolutions to approve the scheme 
in principle. 

The President again demanded a poll at the meeting 
on June 14th. The poll was held on June 23rd, and the 
result was as follows: 


For the resolution: 
Against the resolution: 
Majority for the resolution: 


5,322 votes 
1,476 votes 
79:3 per cent 


The resolution was therefore carried. 

Members of all six participating bodies voted, during 
the period April to June, on resolutions to approve the 
scheme in principle. On the evidence of the voting on their 
referendum (50:5 per cent in favour), the Council of the 
Scottish Institute felt it necessary to inform the Councils of 
the other five bodies that it saw no likelihood that amend- 
ments to that Institute's constitution designed to imple- 
ment its integration scheme would obtain the requisite 
two-thirds majority, when presented to members. 

Ina joint announcement issued on July 21st, the Councils 
of the five bodies expressed great regret that it had become 
necessary for the Council of the Scottish Institute to take 
this decision, but that notwithstanding this development, 
the Councils of the remaining five bodies were all agreed 
that it did not affect the viability of the English and Irish 
schemes and did not detract from the benefits to be gained, 
both by the public and by the profession, from the imple- 
mentation of those schemes. 

At the same time, it was announced, with reference 
to the projected extension of the scheme to the Association 
of International Accountants, the British Association of 
Accountants and Auditors and the Faculty of Auditors, 
that the measure of acceptance accorded did not justify 
proceeding with this proposal at that time. 

Towards the end of the year, the Council of the Scottish 
Institute invited members to vote again, this time not on 
the merits of the integration proposals but, in the words of 
the Scottish President, on 'the part which the Institute 
should play in shaping the future of the profession’. 
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Members were asked to answer ‘yes’ or ‘no’ to the question 
'[f the English scheme is to be implemented, should the 
Scottish scheme be implemented at the same time?’ 
The result of the voting, announced early in 1970, was that 


77] per cent of those members who voted answered ‘yes’ 


and the Council of the Scottish Institute accordingly agreed 
to resume full participation in the negotiations. 

It was anticipated at the end of the year that the Councils 
of the participating bodies might be in a position to invite 
members to vote finally on the integration proposals in mid- 
1970. 


Research and technical activities 


The activities of the Research and Technical Committee, 
with its many subcommittees, and of the Technical 
Department, were energetically pursued during the year. 
Three major publications were issued, projects in hand at 
the beginning of the year were continued and further 
projects commenced. 

In February, Management Information Systems and 
the Computer, Part II, Computer Applications, Section r, 
composed largely of contributions prepared in the EDP 
Regional Study Groups, was published. This part and Part 
I, published in 1967, sold well. Work on Part II, section 2 
of this publication went ahead with a view to its being 
issued in the summer of 1970. An Engineers Guide to 
Costing, prepared by a Joint Working Party set up by the 
Institute and the Institution of Production Engineers was 
published in June. The third book to be published - was 
Project Cost Control Using Networks, produced by a Joint 
Working Party of members of the Institute and of the 
Operational Research Society. Both of these joint publi- 
cations were well received and sales were good. 

Work continued on a revision of the Institute's best- 
selling book, Budgetary Control and Standard Costing. 
The research study by a Technical Officer of the Institute, 
Planning and Control of Research and Development, reached 
an advanced stage and publication was expected in 1970. An 
occasional paper consisting of four contributions under the 
title of Aspects of Corporate Planning was planned for 
publication in the spring of 1970. Other projects on which 
subcommittees were engaged included: An Introduction to 
Statistics; The Application of Statistics in Cost and Manage- 
ment Accountancy; Value Analysis and the Accountant; and 
Product Pricing. 

Several new projects were put in hand. Corporate 


Planning and the Role of the Management Accountant was 


undertaken by a subcommittee composed of members of 
the Institute and the Society for Long Range Planning. 
Work went forward on Joint Product Costing, Obsolescence 
and Cost Effectiveness Study applied to Management 
Information Systems. 

Research submissions resulting from Institute research 
scholarships at the University of Nottingham were re- 
ceived during the year as follows: The Economics of the 
Operation of Central Coal Preparation Plants by B. P. 
Frost, A.C.W.A.; Network Techniques for Company Planning 
by D. G. Wilson, B.SC.(ECON.), A.C.W.A. 

Co-operation with other bodies continued. A joint 
meeting with the Operational Research Society was 
held and consideration given to the form which co- 
operation should take between the Institute and the 
Society. It was agreed to establish subcommittees to 
produce joint publications, the first of which was to be 
A Management Accountant’s Guide to Operational Research. 
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Members of the Institute served on a working party 
established by the Council for Quality and Reliability to 
produce a publication on Costing for Quauty and Reliability. 
In April the Institute became a collective subscriber to the 
British Institute of Management. 

Work began on a revision of the Terminology of Cost 
Accountancy, last revised in 1966. 


Post-qualifying education 


The Institute's programme of courses and conferences 
received strong support during 1969. The EDP apprecia- 
tion courses were again popular, not only amongst Institute 
members but also amongst members of other professional 
bodies, who found them most helpful. This unfailing 
popularity encouraged the Technica. Department to 
develop their programme further and to include an inter- 
mediate course. 

The Council records appreciation of the excellent work 
done by members and others in the organization and 
presentation of courses and conferences. 


Education and training 


A pair of light-hearted recruitment booklets, one for 
graduates and the other for school-leavers, did much to 
brighten the image of the Institute during 1969; the 
descriptive text was illustrated by lively cartoon drawings, 
and brightly coloured covers made the booklets outstanding 
amongst the mass of literature 1n the university or school 
careers room. One version was distributed to all universities 
in the United Kingdom and the other to all Youth Employ- 
ment Officers and to schools. 

The Institute established useful contacts with the Open 
University. The Deans of three study faculties attended 
a working lunch with the chairman ard members of the 
Education Committee, during which matters of mutual 
interest were discussed and foundations for future co- 
operation were laid. 

Contacts with Industrial Training Boards were main- 
tained and extended. The Northern Ireland Training 
Council set up a Clerical and Commercial "Training 
Committee, which is now turning its attention to the 
training needs of the professional and administrative 
strata. The Institute's Education Officer was invited to 
attend a meeting of this committee and to talk about the 
training of accountants in industry. There is an urgent 
demand for qualified cost and management accountants in 
the fast-developing industries of Northern Ireland, and the 
authorities are anxious to train as many as possible as 
quickly as possible. 

Meanwhile, in London eight training boards, under 

the direction of the Central Training Council, set up a 
Joint Training Board Committee on the Training of 
Accountants, which will draft recommendations for the 
training of accountants throughout British industry. The 
composition of this committee includes no fewer than seven 
members of the Institute, two of whom are also members of 
the Institute’s Education Committee. 
. The Institute has continued its efforts to persuade 
employers to formalize their schemes of training in cost 
and management accountancy and to submit them to the 
Institute for registration. There have been a number of 
additions to the Institute's register of training schemes and 
it is encouraging to note the high quality of the training 
being given, | 
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Correspondence 






The Effects of Currency Debasement 


SIR, — My article on gas industry accounts in your issue of 
May 7th, stated that currency debasement adjustments 
changed {27 million reported profits after interest for the 
20 years 1950-09 into losses of 69£317 million. Mr Jack 
Clayton (May 14th issue) may have overlooked the last 
paragraph of the article, which stated that other possible 
adjustments bringing total losses up from ¢9£317 million 
to about {1,000 million were not directly related to the 
currency debasement adjustments. 

Converting into constant 1969 £s seemed convenient 
for readers thinking in terms of end-of-period money. 
Using 1950 £s (theoretically equally justifiable) would 
show total losses (69£317 million) as sof{153 million, 
and total net assets (69£ 1,707 million) as s9f821 million. 
Then Mr Clayton's extra ‘profit’ of £240 million '(69£1,707 
million minus reported 1969 net assets of £1,467 million), 
which footnote 9 of the article explained, would become 
an extra ‘loss’ of £646 million (1.e., £1,467 million minus 
50£,821 million). 

Mr Clayton must have noticed that the value of money 
has been falling. Therefore to use current money as a 
common denominator in accounts is at least open to 
question. On other occasions I have advocated that ac- 
counts should use the purchasing power concept of capital 
as against the conventional money capital concept. The 
purpose of this article was not to argue the case, but merely 
to show how much difference adopting the former concept 
makes to conventional accounts. 


Yours faithfully, 


London NW. D. R. MYDDELTON. 


Advertisers’ Glossary 


Sir,—I would like to make one amendment and one 
addition to Mr Warner’s suggested ‘Advertisers’ Glossary’ 
(April 30th issue) as follows: 


Phrase 


‘Give details cf present 
salary’ 


Interpretation 


We don’t want anybody 
really — we only want to 
compare what you’re get- 
ting with what we are 
paying our lot. 


The . present incumbent is 
redundant, but we haven’t 
told him yet. 


Yours faithfully, 


Eastleigh, Hants. P. STOREY, 


828 


THE 


ACCOUNTANT 


Computing in the City 


HE time-saving benefits of elec- 

tronic data processing have been 
accepted by some accountants and 
ignored by others. In the main it is the 
large professional firms who are users 
of computer bureaux and installations, 
with the small to medium-size firms 
still fighting shy at the thought of 
tailoring their own work to an EDP 
system — and advising clients to tailor 
theirs. This is strange at a time when 
there are so many staff shortages and 
the processing of incomplete records 
makes so much difference to a 'one- 
man band’ in terms of production and 
accuracy. 

The time will come when all 
practitioners will have their work — 
and therefore the work of their clients — 
processed by computer through 
bureaux, terminals or their own 
installations. It is as well, therefore, to 
reflect on the ways in which computers 
are being used, and recently a one-day 
conference was organized by the 
British Computer Society and the 
Financial Times reviewing the situa- 
tion in the City of London. 


New scheme 


Sir Henry Benson, C.B.E., F.C.A., the 
chairman of the conference, in his 
opening address referred to computers 
being first used in the City in the early 
19508, since when they had been 
installed in increasing numbers by 
managements of insurance, banking 
and shipping organizations, and also 
by stockbrokers and jobbers, whilst 
the professions, albeit a little more 
cautiously, gradually made use of 
EDP by ‘in-house’ installations or 
service bureaux. Sir Henry referred to 
a new scheme now afoot on the 
Stock Exchange called the "Inter, 
firm accounting system’, which could 
operate on the lines of the bankers’ 
clearing house in an endeavour to 
simplify accounting between jobbers 
and brokers, and to quantify the 
balances of stock and moneys out- 
standing between them. 


Achievements in the computer in- 


dustry had been anything but 
trouble-free, but in a rapidly develop- 


ing industry this was not hard to 
understand. Optimism, inexperience 
and bad planning had been the cause 
of costly mistakes. On the other hand, 
gains had already been enormous in 
the shape of better management 
techniques and staff savings. 

The pitfalls to avoid were compre- 
hensively discussed at the conference 
by Dr M. G. Kendall, chairman, 
Scientific Control Systems Ltd, who 
prefaced his remarks by emphasizing 
that a summary phrase like ‘the 
computer’ could well be referring to a 
large range of machines and associated 
capabilities. For example, the central 
installation might vary from a small 
machine working quietly and con- 
tinuously on a single type of job to an 


enormous and expensive piece of 


hardware accepting a large number of 
jobs every few minutes, with all the 
peripheral additions including various 
types of input equipment, auxiliary 
memory, output printers, cathode tube 
display units, and so forth. 

Apart from the well-known expres- 
sions of hardware and software, Dr 
Kendall used a not-so-well-known 
description, namely, ‘brainware’ — an 
unpopular term to be sure amongst 
those concerned with the operation of 
an installation, such as the engineers 
who handled and maintained the hard- 
ware, and the programmers and others 


who dealt with the software. In his : 


view, the personnel who comprised 
the ‘brainware’ were most important 
but being human they created more 
problems than hardware and software 
put together — a view no doubt 
shared by many! 


Human equation 


Quite a number of complaints 
levied at EDP highlighted the human 
equation and stressed the problem of 
personnel generally, and that of pro- 
grammers and systems analysts in 
particular. Programming could not be 
taught in a few weeks! It took three 
days to understand what a computer 
was, three weeks to speak its language, 
three months to program for it, and 
three years to be able to design 
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competitive systems. The continual 
passing from job to job of programmers 
certainly did nothing to assist the 
implementation of a practical all- 
embracing 'in-house' training with 
particular hardware or software units — 
even if it did increase the experience 
and earnings of the individuals. 

With machines that are capable of 
collecting, manipulating and distri- 
buting information, the greatest danger 
to the security of vital data is that 
files may be destroyed or corrupted by 
an accidental error. As Mr A. 
d’Agapeyeff, A.C.A., F.B.C.S., remarked, 
‘In crude terms it can be said that 
hardware reliability can be bought, 
software reliability must be built, and 
that of the associated manual pro- 
cedures must be learned’. He went on 
to say that suitable programming 
can provide checks against some 
human errors, but not all. For 
example, even if valid data was fed 
in twice it would normally pass 
rigorous input checking. Some of 
the manual errors that occurred would 
be obscure or appear to be trivial — 
such as placing a report in the wrong 
binder, entering the wrong data into 
the machine or tearing up, mistakenly, 
a valid print-out — but their effect 
could be profound. The common 
fault was to conduct rehearsals and to 
write procedure manuals as if every- 
thing would always be as expected, so 
that a single mistake (say, in a pro- 
gram) caused confusion and a cascade 
of subsequent errors. 


Effective tool 


However, with all the pitfalls and: 
drawbacks, Sir John Wall, 0.B.E., 
B.COM., chairman, International Com- 
puters Ltd, was convinced that 
computers would become the nucleus 
of all successful organizations. In- 
formation in itself was a valueless 
commodity, but the City made money 
out of it. ‘Why?’, asked Sir John, 
‘because it knew how to use it!” 
Information only became of value 
when it could be communicated, and 
it was a valuable commodity only when 
it was passed to others in a form that 
they could use. Thus, there had to be 
collection, analysis and dissemination, 
and many people in the City were 
among the first to realize that in 
computers lay the most effective tool 
for the very essence of the work in 
which they were engaged, i.e., a 
machine that could collect, organize, 
analyse and process information, and 
communicate the results of its efforts. 
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PROSPECTS IN THE 
PROFESSION 


Mr A. H. WALTON, F.c.A., Vice- 
President of the Institute, discussed 
the prospects for students wishing to 
enter the practising side of the pro- 
fession when he addressed members of 
the Southampton and District Char- 
tered Accountants’ Students’ Society 
at Southampton on Tuesday of last 
week, 

The choices open to students in the 
profession were indeed varied, he said, 
and in making their choice he ad- 
vised his audience to take into ac- 
count factors relating to job safety 
and routine, and risk and variety of 
work. In private practice, for example, 
one had to consider the type of firm and 
the nature of the work involved such as 
audit, investigation, liquidation and 
consultancy. In addition, regard had to 
be paid to the size of the firm and 
whether or not it was situated in a 
small town or city; in any event he 
believed the profession offered many 
excellent opportunities for young ac- 
countants. 


Consolidation of knowledge 
During the  pre-qualifving years, 
Mr Walton added, the students 
acquired their basic accounting knowl- 
edge but he stressed that the all- 
important early post-qualifying years 
which followed gave them the oppor- 
tunity to consolidate and expand this 
knowledge. 

The Council, said Mr Walton, was 
meeting the challenge of the future 
through setting higher educational 
standards on entry, and through 
better training and post-qualifying 
education. 

Mr A. C. Essex, F.C.A., an executive 
director, Pirelli Cable Works Ltd, 
then spoke on the prospects of the 
accountant in industry. Their range 
of occupations was very wide and 


varied, he said, and he compared in 
general terms their responsibilities 
with those of accountants in practising 
offices. 

'The annual report and accounts of a 
company were most important but 
usually took up only a very small 
proportion of the time of accountants 
in industry, while very few were 
concerned at all with taxation. In- 
stead, they spent a much greater 
proportion of their time in developing 
and operating costing systems, which 
were the basis for the preparation of 
monthly accounts for manufacturing 
departments or processes. He pointed 
out that accountants in industry made 
valuable contributions to the well- 
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being of their companies by inter- 
preting and investigating manu- 
facturing results, and drawing the 
attention. of production and sales 
managements to areas where pro- 
fitability could be improved. 

He went on to say that accountants 
in industry and commerce were 
playing an increasing part in the 
design and mechanization of systems 
from which improved control informa- 
tion could be submitted promptly to 
management. These developments 
were just as important in smaller 
companies as in the larger ones where 
progress was being made towards 
computer-based management in- 
formation systems. It was most im- 
portant that accountants kept close to 
these developments. The use of 
computers was growing rapidly and 
there was a clear trend towards more 
sophisticated applications such as 
stock control, production scheduling 
and the preparation of cost and 
financial accounts by computer. 


Further experience 


Mr Essex discussed the more usual 
methods by which an accountant 
trained in a practising office could 
enter industry. It was important for an 
individual to consider his longer-term 
aspirations which might well help him 


A meeting of the Joint Liaison Committee in progress at the Institute’s offices on 
Thursday of last week when a number of matters affecting students were considered. 
Left to right: Messrs R. G. Slack, M.A., F.C.A., a member of the Council; Norman 
Bruckland, B.A., an Under-Secretary of the Institute; C. Croxton-Smith, M.A., LL.B., 
F.C.A., J.P., Deputy President of the Institute; R. W. Cox, F.C.A., a member of the 
Council; F. J. G. Whinney, A.C.A.; A. C. Dunlop, M.C., Secretary, ‘Future Plans’; 
Derek du Pré, Secretary, Association of Chartered Accountant Students’ Societies; 
Stuart McDonald, B.A., A.C.A., President of ACASS; Tony Cross, Chairman of ACASS, 


and David Gilkes, Treasurer of ACASS. 


8 TR, MS. e EH kukka ee m- 


m 


RE dd — 


E 4 md D " 
Ze D, e td L. m ^ A3 


Des 


830 


to decide whether he went initially to a 
smaller company as chief accountant 
or financial assistant, or to a larger 
one where he might commence on 
internal audit or the financial account- 
ing side and might subsequently 
have the opportunity of gaining 
further experience, within the same 
company, of cost and management 
accountancy, computers, and organi- 
zation and methods. 

Mr Essex concluded by agreeing 
wholeheartedly with Mr Walton’s 
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comment that prospects for newly- 
qualified accountants were extremely 
good. 

Some lively questions were raised 
after the talks. In answer to one about 
whether it was advisable to change 
offices straight away at the end of 
articles, Mr Walton said this should be 
considered only if no further progress 
was possible in the present firm. To 
the question 'Should one go to London 
to join a large firm at the end of 
articles?’ he said: ‘Make sure you 
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know what experience you want — it is 
not necessarily the large firm which is 
best, nor for that matter is London 
necessarily the best place.’ 

Among the questions Mr Essex was 
asked, was when it was best to go into 
industry. In reply, he said 'sooner 
rather than later so as to catch up with 
those who were industrially trained’. 

‘But industry’, he said, ‘still needed 
practice-trained chartered accountants 
for the breadth of view they had 


obtained.’ 
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PROFESSIONAL NOTICES 
NasH, Merapows & Co, Chartered 
Accountants, of Parkstile Chambers, 
Market Street, Kettering, announce 
that Mr Eric GOODMAN, A.C.A., has 
been admitted to partnership with 
effect from May 15th, 1970. 


Lomax, KING & ROTHMER, Char- 
tered Accountants, of 1 North Parade, 
Parsonage Gardens, Manchester M3 
2ND, announce that Mr MICHAEL 
COLIN, A.C.A., who has been associated 
with the firm for some time, became a 
partner on May 2nd, 1970. The style 
of the firm will remain unchanged. 


APPOINTMENTS 


Mr K. P. Bennett, r.c.a., has 
become assistant managing director 
of Harris Lebus Ltd, in addition to 
his present responsibility as finance 
director. 

Mr P. C. Haworth, F.c.a., treasurer 
of British Titan Products Co Ltd, 
has become director and financial 
controller of the company. 


Mr C. Johnson, F.A.c.c.a., has been 


appointed assistant manager of York- 
shire General Life Assurance Co Ltd 
with overall responsibility to manage- 
ment for the accounting of the com- 
pany and of the Life Department of 
Yorkshire Insurance Ltd and Mr G. C. 
Morcom, F.C.A., 1s appointed chief 
accountant of Yorkshire General Life 
Assurance Co Ltd to include the Life 
Department of Yorkshire Insurance 


Ltd. 


Mr Henry Shaw, F.c.A., has become 
secretary of Colibri Lighters Ltd. 


Mr A. D. Thorn, A.c.w.a., has 
joined the board of SIA Ltd, a member 
of Metra International, the computing 
and consulting group. 


DOUBLE TAXATION 


The following were published on May 
8th, as Schedules to draft Orders in 
Council: 

Double ‘Taxation Agreement with 
Barbados which was signed on March 
26th, 1970; 

Agreement signed on April gth, 
1970, amending the arrangement with 
Botswana; 

Protocol signed on March 23rd, 
1970, amending the Double Taxation 
Convention with the Federal Re- 
public of Germany; 

Protocol signed on April 2oth, 1970, 
amending the Double ‘Taxation Con- 
vention with Israel. 


THE ACCOUNTANTS’ CHRISTIAN 
FELLOWSHIP 


The next monthly meeting for Bible 
reading and prayer will be held at 
I p.m. on Monday, June Ist, at the 
Church of St Peter-upon-Cornhill, 
London EC3 (entrance in Cornhill 
near Gracechurch Street). The Scrip- 
ture for reading and thought will be 
Acts, Chapter 6, verses 1 to 7. 


COST OF LOCAL GOVERNMENT 
REFORM 

The recent report of the Royal Com- 
mission and the White Paper on the 
reform of local government made 
very little reference to finance, and 
how the financial burden of the reform 
would fall on the public. In view of 
this, the Society of County Borough 
Treasurers has issued a booklet in 
which it takes a critical look at the 
financial side of the recent proposals; 
it is called Financial Problems of Local 
Government Reform. 

The Society states that combining 
town and country will increase rates 
payable in many rural areas in the 
early years, but the improvement of 
services for the rural community will, 
in the longer term, be relatively costly 
for both town and country. Demand 
for more and better services generally 
will cause expenditure in the future to 
rise considerably more than can be 
saved by economies of reorganization. 

Copies of the report, price 5s, can 
be obtained from the Honorary Secre- 
tary, Society of County Borough 
Treasurers, PO Box 5, Town Hall, 
Reading RG1 1QJ. 


BEDS, BUCKS AND HERTS 
CHARTERED ACCOUNTANTS 
Mr T. R. Keens, F.C.A., a partner in 
the firm of Keens, Shay, Keens & Co, 
Chartered Accountants, of Bletchley, 
Luton, and London, has been elected 
President of the Beds, Bucks and Herts 

Society of Chartered Accountants. 
Born in 1923 and educated at 
Tettenhall College, Mr Keens was 
articled to Mr A. C. Shay, F.c.a., of 
London, and was admitted to member- 
ship of the Society of Incorporated 
Accountants in 1948 and to ‘The 
Institute of Chartered Accountants in 
England and Wales in the same year. 
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He served during the Second World 
War as a Lieutenant in the Royal 
Naval Volunteer Reserve. 

With Mr E. J. Frary, r.c.4., the 
retiring President, he formed the 
Bedfordshire Branch of the Students’ 
Society of Incorporated Accountants 
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in 1950, and the Beds, Bucks and Herts 
Group of the London and District 
Society of Chartered Accountants in 
1958. When the new District Society 
of Beds, Bucks and Herts, was 
inaugurated last year, Mr Keens was 
the first Vice-President. Amongst 
other interests outside the profession, 
he is chairman of the Finance Com- 
mittee of his old school’s Board of 
Governors. 

Other officers elected for 1970-71 
are: 
Vice-President: Mr S. Broughton, F.c.A. 
Secretary: Mr T. E. Quelch, r.c.A. 
Treasurer: Mr J. E. Burrows, F.C.A. 
Administrator: Mr R. G. Field, Bedford- 


shire House, 16 King Street, Luton, 
Beds. 


LONDON INDUSTRIAL CHARTERED 
ACCOUNTANTS GROUP 


Mr R. J. Ogle, 
B.SC., F.C.A., and members of the 
London Industrial Chartered Ac- 
countants Group entertained Mr R. G. 
Leach, C.B.E., F.C.A., President of The 
Institute of Chartered Accountants in 
England and Wales, and Mrs Leach, 
and Sir Duncan Oppenheim at the 
annual Ladies' Night Dinner held at 
Quaglino's on Tuesday of this week. 


The Chairman, 


` 
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NORTH WEST SOCIETY 
OF CHARTERED ACCOUNTANTS 


At a recent meeting of the North West 
Society of Chartered Accountants, 
Mr W. O. Jolliffe, F.C.A., F.L.M.T.A., 
Borough Treasurer of Blackpool, was 
elected President for the year 1970-71. 

Educated at Bude Grammar School, 
Mr Jolliffe served in the Royal Corps 
of Signals during the Second World 
War and began his local government 
career in 1948 when he joined the 
staff of the County Treasurer's De- 
partment, Devon. After completing 
the examinations of The Institute of 
Municipal Treasurers and Account- 
ants in 1953, Mr Jolliffe proceeded to 
take those of the former Society of 
Incorporated Accountants, gaining 
First Place in the Final examination 
in 1956, together with the Sir James 
Martin Memorial Prize. 

Subsequently, he held appointments 
at Winchester, Doncaster and Bury 
before he became Deputy Borough 
Treasurer of Blackpool towards the 
end of 1958, and then Borough 
Treasurer four years later. 

Formerly a member of the Man- 
chester Society of Chartered Account- 
ants, Mr Jolliffe has been a keen sup- 
porter of the North West Society 
since its inception in 1965, and a 
member of the committee since 1966. 

The Institute of Municipal 
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Treasurers and Accountants has also 
enjoyed his active assistance as 
examiner for several years, and as 
secretary of the North Western Branch 
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from 1968-1970. In June last year 
he was elected to the Council of the 
Institute. 

Other officers of the Society for 
the ensuing year have been elected as 
follows: 


Vice-President: Mr A. J. Westall, F.C.A. 

Hon. Secretary: Mr H. P. Bee, M.A., F.C.A., 
42 Garstang Road, Preston. 

Hon. Treasurer: Mr D. H. Preston, F.C.A. 


SOUTH EASTERN SOCIETY OF 
CHARTERED ACCOUNTANTS 


New President 
At the recent annual general meeting 
of the South Eastern Society of Char- 
tered Accountants, Mr Geoffrey Place, 





F.C.A., was elected President for the 
ensuing year. Mr Place is a partner in 
the firm of Richard Place & Co, of 
East Grinstead, and was admitted to 
membership of the Institute in 1947. 
He was educated at Bedford School 
and saw six years of war service in the 
Royal Navy. He is married and has 
three children. 

Mr Place is well known locally, being 
a Past-President of the Rotary Club 
and Chamber of Trade. He serves on a 
variety of committees including Area 
Further Education, Area Youth Em- 
ployment, and Queen Victoria Hospital 
House Committee. 

Other officers of the Society elected 
for 1970—71 are: 
Vice-President: Mr G. A. Morris, F.C.A. 
Hon. Treasurer: Mr C. F. Horton, F.C.A. 
Hon. Secretary: Mr P. S. G. Savage, F.C.A., 


12 Marlborough Place, Brighton BNI 
IWX. 





JOHN FOORD & COMPANY 


137 VICTORIA STREET, LONDON SW1 


Telephone 01—834 2002 (4 lines) 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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CHARTERED ACCOUNTANTS' 
GOLFING SOCIETY 


The seventy-first annual general meet- 
ing of the Chartered Accountants’ 
Golfing Society was held at the 
Guilford Hotel, Sandwich, Kent, on 
Saturday, May 2nd, under the chair- 
manship of Mr D. V. House. 

Mr H. J. Finden-Crofts, the re- 
tiring Captain, addressed the meeting 
and proposed that Mr D. V. House 
should be elected President for the 
ensuing year. This proposal was 
carried unanimously and Mr House 
was duly elected President and in 
thanking the meeting mentioned that 
the Society would be extremely sorry 
to hear of the deaths of two members, 
Mr C. I. Steen, a Vice-President, and 
Mr J. S. Hyland, the Honorary 
Auditor. 

Mr 8. A. Letts was elected Captain 
and the retiring Vice-Presidents, 
Messrs L. R. Elcombe, L. E. Parsons, 
E. H. Wingfield, H. W. Pitt, L. V. 
Mills, H. C. Staines and R. A. 
Daniel were re-elected. 


The following were also elected: 


Vice-Captain: Mr J. V. Wilson. 
Hon. Secretary and Treasurer: Mr E. H. 


Head, 125-129 Middlesex Street, 
London Er. 


Hon. Match Secretary: Mr D. G. Richards. 
Hon. Auditor: Mr N. Grenfell. 


Messrs D. W. Gibson and P. J. 
Hughes were re-elected to the com- 
mittee. Mr P. A. Blandy resigned but 
did not seek re-election and Messrs 
H. J. Finden-Crofts and J. Foreman 
were elected to the committee. 

The leading results of the com- 
petitions were as follows: 


Captain’s Prize (presented by the retir- 
ing Captain, H. J. Finden-Crofts). 
Points 
First: D. G. Richards (16) (20 last 
nine) (wins Ernest Cooper Cup 
and Captain’s Prize) dé y 36 
Second: I. Blake-Thomas (17) (1 


last nine) 8 ! "M 36 
Third: P. J. S. Lumsdon (17) (17 

last nine) iis Sé T 36 
J. H. Shaw (11) (wins Elcombe 

Rose Bowl) Sp " = 35 
H. D. Nicholson (3) (wins Scratch 

Prize) Si v Si "e 34 
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The West Surrey Branch of The Institute of Cost and Works Accountants held its annual 
general meeting at the Bramley Grange Hotel, Bramley, on May 13th, followed by a 
dinner for members, their ladies and guests. Mr C. E. Sutton, F.C.A., F.C.W.A., J.Dip.M.A., 
a Past President of the Institute, and Mrs Sutton were amongst those present. Pictured 
are, left to right: Mrs D. Goodey, Mr F. R. Goodey, Branch Past President, Mr C. E. 
Sutton, Mr G. C. Oxley-Sidey, Branch President, Mr A. J. Wardrop, B.A., and Mrs A. I. 
Sutton. 

During the evening, Mr Wardrop, who obtained First Place in Part V (Final) of the 
Institute's examinations, received the 'S. Laurence Gill Prize and Mr Goodey, a Past 
President of the Branch (now re-elected Vice-President) received the Institute's Plaque 
for services rendered to the Institute and to the Branch. The presentations were made 
by Mr Sutton. 


Saturday Foursomes 

First: H. D. Nicholson (3), P. J. S. 
Lumsdon (17) .. J T 

Second: R. Anderson (2), I. Blake- 
' Thomas (17) ds ei " 

Sunday Foursomes 

First: R. Anderson (2), I. Blake- 


‘LETTERS REQUISITORY’ 


> Solution to the crossword ‘Letters Re- 

quisitory’, compiled by Kenneth 

36 Trickett, F.c.A., which appeared in last 
week's issue: 


‘Thomas (17) e ue .. 384 
Second: F. C. Arnold (ro), R. A. 

Daniel (17) Dr e .. 35H 
Third: J. F. Sloan (13), J. H. 

Shaw (11).. us 2 34 is 


A. O. Miles Challenge Cup (1969) 
Won by Harmood Banner & Co. 


1971 Meetings 

Wood Cup: Stoke Poges GC, April 
15th, 1971. 

Annual Meeting: Princes GC, May 
Ist-5th, 1971. 

Summer Meeting: St George or 
Beaconsfield, June 24th, 1971. 

Autumn Meeting: West Hill, Septem- 
ber 23rd, 1971. 

Society Dinner: Great Hall at the 
Institute, October 22nd, 1971. 





The omitted letters spell out SUBJECT 
TO CONTRACT. 


AN R.R.C. HOME STUDY COURSE provides the simplest answer. Backed by 41 years 
of postal tuition experience and over 175,000 passes, it assures your success in all the 
principal Accountancy exams, and also in Banking, Book-keeping, Civil Service, Computer 
Appreciation, Costing, G.C.E., Insurance, Law, Local Government, Secretaryship, etc. 


Free 100-page book (without obligation) on application to Careers Adviser 
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A Matter of Disclosure 


E find in 1970 a major public corporation which has at no 
time published its accounts, and whose directors solemnly 
advance reasons against publishing them in future, is something 
of a rarity. Sir Leslie O'Brien, when asked by the Select Com- 
mittee on Nationalized Industries whether the Bank of England 
was the only institution so favoured, was speaking for us as well 
when he replied, ‘I do not know of any other’. 

Incorporated in 1694 by Royal Charter, and brought into public 
ownership by the Bank of England Act 1946, the Bank has never 
published any form of accounts other than the weckly Bank 
Return under the Bank Charter Act 1844. This return, of course, 
gives no indication of the overall state of the Bank’s own accounts: 
it shows the level of the note circulation, the amount of bankers’ 
balances and the volume of discounts and advances. In the words 
of the Select Committee’s report,! it tells much more about the 
banking system than about the Bank itself. The Bank is not 
subject to the Companies Acts, and the Bank of England Act 1946 
makes no provision for the publication of accounts; in this respect 
the fault appears to lie less with the Bank than with Parliament 
itself, 

In retrospect, we hardly know whether to register greater 
surprise that the Bank has not published its accounts for 275 years, 
or that there has not been (so far as we now recall) any previous 
authoritative demand for their publication. Sir Leslie O’Brien 
made no secret of his view that so long a precedent ought not to 
be lightly cast aside: he might indeed have referred the Select 
Committee to the ruling in R v. Ashwell ((1880) 12 East 22) that 
where a particular requirement is of long standing, this may be 
evidence that it is not intrinsically inconvenient. But particularly 
in view of the clearing banks’ recent voluntary disclosure of their 
true profits and reserves, the Select Committee -declares rather 
brusquely that ‘history does not constitute a conclusive case’. 
The Committee was also influenced by the fact that the central 
banks 1n several overseas countries do in fact publish ‘more in the 
way of accounts than the Bank of England does’, although we 
submit with respect that the difficulty of determining how 
comprehensive and valuable these accounts actually are has been 
rather lightly dismissed. 

Whilst we share Sir Leslie O’Brien’s regard for precedent, we 
feel that it should serve as a guide rather than as an inflexible rule. 


1 First Report from the Select Committee on Nationalized Industries: Bank of 


England. HMSO. £3 35. 


* 
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In the event, the Select Committee's report discloses 
a number of practices whose value may be debatable 
and whose continuance depends only on 'that is how 
it has always been done'. 

' It is revealed for the first time that the Governor of 
the Bank of England receives a total salary of £25,000 
(of which {£2,000 is provided under the Bank of 
England Act and £23,000 voted by the court of 
directors) and tbat the Deputy-Governor receives 
£18,000 and the executive directors on first appoint- 
ment {14,000. There is, of course, no suggestion that 
these salaries are in any way disproportionate to the 
responsibilities of their respective posts; the point is 
that until now neither the Treasury nor anyone else has 
been able to ascertain the amounts paid, beyond the 
small amount provided under the Bank of England 
Act. The Bank’s court of directors ‘is the only body of 
men in Great Britain, in either the public or the 
private sector, which determines the remuneration of 
its members and then reports it to nobody’. 

Other criticisms made by the Select Committee are 
that the Bank has not hitherto considered itself to be 
bound by the techniques of investment appraisal which 
are employed by other nationalized industries, and that 
services are rendered by the Bank to the Gevernment 
at nominal or substantially reduced charges, or no 
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charge at all. The report recommends that the Bank 
should charge the full cost of such services, and that the 
net profit for the year (after allowances for depreciation 
and working capital) should be allocated between the 
Bank and the Government according to an agreed 
formula. 

As might be expected, the report asserts categoric- 
ally the view that ‘the public interest is best served by 
the publication of full annual reports and accounts by 
public bodies’. The form of the Bank’s accounts which 
the Select Committee would like to see published 
would include ‘true figures’ of assets and liabilities 
(including details of fixed assets and reserves), income 
and expenditure, and profit and loss. The profit and 
loss account should show the results of each of the 
principal activities of the Bank, and the accounts 
should include a summary of major capital schemes. 

Whilst the secrecy which surrounds the Bank’s 
affairs affords it an opportunity of ‘doing good by 
stealth’, there is an obvious and commensurate risk of 
committing errors by stealth. This risk the report finds 
unacceptable. The Old Lady’s skirts are somewhat 
too voluminous by present-day standards and, since 
fashions are notoriously imitative, the Committee would 
like to trim her hems to a ‘midi’ standard of disclosure 
so that other City institutions may be inspired to follow. 





Numerate and 
Literate 


re days of accountancy as ‘an O-level profession’ 
are numbered. The. definitive proposals for the 
future of the profession, issued to members of the 
English Institute last week, clearly envisage a minimum 
entry qualification for prospective chartered account- 
ants of five GCE passes, including two at Advanced 
level, and with English at least to Ordinary level as a 
compulsory subject. The Scottish Institute’s separate 
paper, Tomorrow's CA in the making (The Accountant, 
April 23rd) goes even further and contemplates the 
eventual abolition of the non-graduate entry altogether. 

These changes are considered necessary to give 
future chartered accountants 'the educational back- 
ground, intellectual abilities and professional com- 
petence to deal with the increasing complexity and 


| difficulty of the more advanced work of the profession’. 


They doubtless take into account the conspicuously 
better performance in the professional examinations of 
graduates and A-level candidates, compared with 
O-level candidates: and it is becoming incredsingly 
obvious, both within the profession and outside it, 
that the General Certificate of Education at Ordinary 
level is not in itself a particularly exacting standard. 

According to Mr S. H Froome (a headmaster of 
thirty years’ experience, and a well-known writer on 
educational subjects) a grade 6 pass in English at 
O-level requires a mark of between 45 and 49 per cent :1 
thus a candidate may ‘pass’ with a score of 42 out of 10, 
which scarcely suffices for a subject whose com- 
prehension is fundamental to the whole of his pro- 
fessional studies. 

Modern progressive theories of education have not 


‘been uniformly vindicated by their results. Many 


years ago, a well-known accountancy lecturer advised 
his students — ‘If your spelling is shaky, do not be 
ashamed of a pocket dictionary: it is a pity to let 1t be 
known that your education has been neglected’. 


1 Why Tommy Ismt Learning, by S. H. Froome (Tom Stacey Ltd, 
1970). 
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Today’s teachers of accountancy can hardly be uni- 
formly satisfied with their students’ written work. 
Seperate and defficiency are hardy perennials: principal 
is regularly confused with principle, and practice with 
practise: incomplete clauses and the union of singular 
subjects with plural verbs (or vice versa; have become 
commonplace. | 

Some strange things have happened, too, in bigher 
places. London University (which no longer requires 
English as a compulsory subject for matriculation) 
has been known to address an alumnus as "Mr John 
Smith, Esq,; and superceded has appeared in an 
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official publication of 'The Institute of Chartered 
Accountants in England and Wales. 

These solecisms may seem trivial enough in iso- 
lation, although they scarcely accord with 'a high 
standard of professional and general education and 
knowledge'; nor in our opinion would they have 
occurred a generation ago. If accountancy is to be 
accepted in the United Kingdom as a learned pro- 
fession in its own right, its members must show 
themselves literate as well as numerate: in other 
words, displaying a reasonable familiarity with their 
own language. 





Current 
Affairs 





Classification of Industria! 
Securities 


To development of the computer has placed a 
premium upon data which is capable of numerical 
classification. This applies in the field of investment 
performance, where large instituticnal holders in 
particular need to maintain their holdings in specific 
industrial groups so that the performance of their 
portfolio can be checked against that of standard 
indices. 

Attempts made by various organizations to classify 
companies according to industry have not hitherto 
been uniformly successful. For instance, in the Stock 
Exchange Official Year Book many companies appear 
under several headings according to each of their 
respective industrial divisions. The statistical services 
and various newspapers all have different classification 
conventions. 

The Institute of Actuaries and the Faculty of Ac- 
tuaries in Scotland, who were jointly responsible for 
establishing the Actuaries Investment Index in 1929, 
have recently set up a joint working party which has 
considered this problem together with representatives 


of the London Stock Exchange. A standard classifica- 
tion has been evolved for London-quoted securities 
which provides for three levels of subdivision of equity 
shares as follows: 


(1) A broad grouping into seven main classes; 


(2) À finer grouping covering the 41 classifications 
of the F'T-Actuaries Index; . 


(3) A detailed grouping designed for major institu- 
tions with large portfolios and for investment 
analysts, covering some 84 industrial classes. 


Definitions of the various groups falling within the 
classification and the names of companies in each group 
are now available from the Stock Exchange as a 
supplement to the Weekly Intelligence. 

The general principle adopted for classification has 
been by product and process. A minority of industry 
groups do not lend themselves to this treatment and 
have been classified by nature of final demand. In the 
case of vertically integrated companies whose retail 
revenue contributes substantially to their profits, they 
have usually been placed in the stores subsection. 


Credit Survey 


E is general agreement that the credit squeeze 
makes life difficult for most people, in particular 
traders, and that one of the results is that the smaller 
trader tends to be squeezed by his larger customers. 
On the other hand, precise measurement of these 
phenomena is not readily available. A survey under- 
taken by the Engineering Industries Association 
throws some light on this subject. A sample of 191 
member firms of the Association revealed that at the 
end of 1969, the percentage of trade debtors expressed 
as a proportion of turnover for the preceding three 
months had reached an all-time peak of 92:5 per cent. 
This compared with 8r:1 per cent at the end. of 1967 
and 86:6 per cent at the end of 1968. 

The sample of companies falls into three roughly 
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equally sized groups: those with annual turnover up to 
£100,000, those with between {100,000 and £1 million 
and the largest group with an annual turnover in excess 
of £4 million. This breakdown of the overall figures 
suggests that the worst squeezed are in fact the 
larger firms, where the ratio of trade debts to turnover 
for the preceding quarter was 93:8 per cent, compared 
with 85:1 per cent for the smallest firms. 

Nevertheless, there 1s no reason to dissent from the 
Association's arguments that this lack of liquidity 
must be exerting a serious effect upon industry and, 
more especially, upon the smaller firms whose financial 
resources are limited. It is noteworthy that the corres- 
ponding figures for creditors in relation to turnover 
have remained fairly stable, particularly in the case of 
the smallest companies, where the end-1969 figure of 
39°9 per cent compares with one of 39°3 per cent at the 
end of the previous year. The largest group has, in 
comparison with the 1968 experience, obviously ex- 
tended the period of credit at the expense of its 
suppliers, the corresponding figures being 50 per cent 
against 40°3 per cent a year ago. On the other hand, 
there Is no question that the largest company is in a 
better position to obtain more favourable credit terms 
from suppliers than the smallest companies. 


Recognition of Invisible Exports 


N important extension of the principles underlying 

the Queen’s Award to Industry has recently been 
proposed by the 1970 Review Committee, under the 
chairmanship of Lord McFadzean, c.a. The Award 
was instituted in 1965 in recognition of outstanding 
achievement in either technological innovation or 
export, and it is now recognized that ‘a distinction 
between exporters of goods and exporters of services 
is artificial and unfair, and discourages an important 
- sector of the nation’s economic activity’. It is therefore 
recommended that exporters of services should be 
eligible for the Award on similar terms and conditions 
to exporters of goods. 

Accountancy is, of course, well established as one 
of the United Kingdom’s major ‘invisible exports’. 
At the last count, The Institute of Chartered Account- 
ants in England and Wales had approximately 
6,000 of its members resident overseas, and the 
number of well-known City names which are repre- 
sented throughout five continents testifies to the part 
played by British accountants in developing the 
profession internationally. 

The first Award to an accounting firm has yet to be 
announced, but if it is not presumptuous to anticipate 
such a contingency, there may be an ethical problem 
involved. Queen’s Award holders may display the 
emblem at their premises and on official stationery, 
and also (under the McFadzean Committee’s recom- 
mendations) on cuff-links, brooches or neckties. 
Accountants, however, are not encouraged to embellish 
their professional designations, and to do so may 
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appear to take the form of advertising. Possibly an 
Award should be made (subject always to the conditions 
of eligibility being satisfied) to the professional society 
rather than to the individual firm. Other professions 
besides accountancy are affected by this consideration, 
and it is unfortunate that no established professional 
society submitted its views to the Committee. 

For purposes of evaluation, invisible exports in the 
form of professional earnings overseas should be 
credited net after deduction of overseas expenses. 

The McFadzean recommendations have been wel- 
comed by the Committee on Invisible Exports, which 
has pressed for such an extension over the past two 
years. It was announced in Parliament last week that 
the recommendations had been accepted in full and 
would be implemented in making the Awards for 1971. 


Channel Islands Companies 


H Bie development in the Channel Islands of com- 
panies — some of which trade internationally — 
using such words as ‘bank’ and ‘insurance’ in their 
title has recently been a cause of some concern. The 
States of Guernsey, the island’s Parliament, has now 
enacted a law for the protection of depositors which 
prohibits the use of the words ‘bank’, ‘banking’, 
‘insurance’, or ‘assurance’ without official consent. 

Companies failing to comply with the law will risk 
a fine of £500, and will be liable to be struck off the 
register. Existing companies have up to 12 months 
within which either to change their names or to apply 
for permission to continue under their present title, but 
the island’s Finance Committee has power to shorten 
this period if it wishes. 

Within the United Kingdom mainland, the Board of 
Trade already has power under section 17 of the 
Companies Act 1948 to refuse to allow a company to be 
registered under an ‘undesirable’ name. Section 46 of 
the Companies Act 1967 further empowers the Board 
of Trade to direct a company to change its name 
where this gives so misleading an indication of its 
activities as to be likely to cause harm to the public. 


Case for Reflation 


ATISFACTION with the current external balance 
of payments should not be allowed to obscure the 
fact that registered unemployment is at its highest 
level for 20 years and that the nation’s rate of 
economic growth is extremely disappointing. Further- 
more, the authors of the latest issue of the Economic 
Review, published by the National Institute of 
Economic and Social Research, think that there 1s 
likely to be some increase in the unemployment figure 
towards the end of the year. Not surprisingly, they 
argue the case for reflation. 
.'The Review is less pessimistic than some observers 
regarding the long-term consequences of the present 
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inflationary pressures and it does not anticipate any . 


significant deterioration in the balance of payments. 
It forecasts a 54 per cent rate of price inflation this 
year, in part attributable to an estimated 10 per cent 
increase in earnings. It expects, however, that total 
output will grow by less than 24 per cent per annum 
and, while consumer expenditure will undoubtedly 
rise, the Review states that the level of investment in 
housing and the nationalized industries, and probably 
in stocks as well, will decline. 


The Economic Review argues that recent evidence - 


suggests that the effects of many wage increases on 
real demand are relatively small and are abated 
. significantly by the higher tax demands. In addition to 
this, some part of the inflation is undoubtedly due to 
higher import prices. 

On the best policy for inflation, the Review notes that 
there are two alternatives open to the Government. It 
can either accept continuing inflation and seek to 
offset its effects on the balance of payments by a 
system of flexible exchanges, or it can seek a new 
initiative along the lines of the recent incomes policy. 
The Review is clearly not so concerned as some 
critics about the failure to stem the increases in in- 
comes. Nevertheless, the problem will become really 
serious if other countries succeed in curbing their 
inflationary tendencies and Britain does not. 


Lumping !t 


A mentioned on this page two weeks ago, the 
Construction Industry Contracts Bill — which was 
drafted in an attempt to regularize the employment 
of labour-only subcontractors within the building 
industry — has become a casualty of the impending 
General Election. 

During the Parliamentary debates on the Bill, it was 
alleged that up to a quarter of a million ‘self-employed’ 
building workers were responsible for widespread 
evasion of PAYE and social security contributions, and 
it was hoped that registration of the bona fide trades- 
man would help to check this abuse. However, it was 
also suggested in committee that the real purpose of the 
Bill was as a sop to the building trade unions, who have 
suffered a decline in membership. The official policy 
of building employers and unions alike has been 
opposed to ‘the Lump’, although, in fact, it has proved 
difficult, if not impossible, for builders to get work done 
in some parts of the country on any other basis. 

The attractions of self-employment are well known, 
and are not, of course, confined to the building industry: 
anyone who renders services to a number of customers 
or clients during his working week may well give it 
more than a thought. The introduction of SET has 
been largely responsible for the development of 
‘franchising’ rather than direct employment in such 
industries as hairdressing and retail bakery distribution. 
Under Schedule D rules, the self-employed taxpayer is 
treated more generously than his Schedule E neighbour 
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in such respects as travelling expenses, part use of 
premises and clerical assistance by members of his 
family. There is also the convenience of having the use 
of money for several months before the tax under 
Schedule D becomes payable. 

It is unrealistic to expect anyone voluntarily to pay 
a legitimately avoidable tax. The present anomalies 
are of Parliament’s own making, and if they have now 
reached the proportions of ‘abuse’ the simplest remedy is 
to remove the inequity which exists between Schedule 
D and Schedule E rules on admissible expenditure. 


National Management Game 


OMPETITION in the Nattonal Management 

Game, jointly sponsored by The Institute of 
Chartered Accountants in England and Wales, the 
Financial Times and International Computers Ltd, is 
intensifying. The 81 teams which entered the second 
round encountered ‘depressed market conditions’ and 
the administrator, Mr K. S. Williams, F.C.A., incurred 
a bad debt (fortunately symbolic) of £6,400,000 at the 
hands of one unsuccessful contestant. 

Amongst the 27 survivors into the third round are 
Messrs Fuller Jenks Beecroft & Co, who committed 
professional fratricide on the grand scale at the expense 
of the West of England and the Northern societies of 
chartered accountants on their way to a (notional) 
profit of £4 million. The South Eastern Society are, 
however, still very much in the hunt for a place in next 
month’s semi-finals. 

In the third round, Fuller Jenks Beecroft have been 
drawn against two teams who originally entered under 
pseudonyms — Appraisals (now identified as Parkinson 
Cowan) and Number One. The South Eastern Society 
team will meet Opportunists (Quelrayn) and Arkle, 
who despite their namesake’s recent unhappy demise 
show no sign of quitting the chase. 


The International Company 


N a recent address to the Toronto Stock Exchange, 

Mr Fred Catherwood, M.A., F.c.A., Director-General 
of the National Economic Development Office, re- 
viewed the role of the international company which, in 
his view, ‘is more and more knocking at the boundaries 
of the nation state’. In his view there is a possible 
conflict between the inherent logic of industrial 
development and the political and social institutions. 

The main contribution of the international company 
to the society in which it invests, argued Mr 
Catherwood, is knowledge. Such companies are prime 
agencies in spreading the knowledge of modern 
industrial management and setting standards for 
national companies. ‘Thus, the whole level of economic 
performance is thereby lifted to a higher plane. 
Evidence for this view was available in the results of 
European investment in North America and, more 
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‘recently, of American investment in Europe. Canada, 
‘too, had benefited from foreign investment. 

For such companies to avoid difficulties, it was 
essential that they should not control the whole of an 
industry in any country, nor should there be any 
restrictions on the export of local products to par- 
‘ticular countries. They should seek to develop sources 
of local supply, and there should be no discrimination 
between the suppliers from the parent company and the 
local subsidiaries. Labour relations in particular 
should be conducted in the local tradition, even if this 
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conflicts with the traditions of the foreign parent 
company. Furthermore, such local companies should 
have a parent board which is open to.the nationals of 
any country in which the company operates. 

It is particularly important, said Mr Catherwood, 
that the growth of the international company should 
be matched by corresponding growth in the local 
industries. T'his was possible only if there was a well- 
developed capital market and provided the best 
brains in those areas were not drawn away to head 
offices overseas. - | 





THIS IS MY LIFE 


Insurance Risks 


by An Industrious Accountant 


WE hold regular meetings of the senior men in our 
accounts department on an information tabling 
basis. Each member gives a quick briefing on latest 
incidents or problems in his own section, and the 
resulting cross-fire of comment or criticism is usually 
mutually beneficial. 

The newest and youngest addition to the staff, the 
financial accountant, told of a minor accident the 
previous day. We are extending the big garage at 
the rear of our premises and apparently a labourer 
ascending a ladder had dropped a couple of bricks, one 
of which had landed squarely on the foot of a fellow 
worker below. A couple of broken toes, at the least, 
seemed probable, pending receipt of the doctor's 
report, and due notification had been given to all and 
sundry. Including our insurance brokers, he added 
prudently, just in case there was a common law angle. 
Possible negligence and so on, you know. 

We experienced executives exchanged the odd 
supercilious reference to other bricks being dropped 
only too often in other departments, but we pricked 
our ears when the financial accountant explained that 
the victim was, in fact, a contractor’s employee. ‘Three 
of these chaps were fussing around with underground 
cables, replacing wires and switches and generally 
creating a nuisance, we gathered. Anyhow, it was 
clearly a simple public liability case. 


The internal auditor interjected that it mightn't 


be all that simple. He had talked to the engineer-in- 
charge, who had elaborated the story. These three 
electricians were doing routine work, so in order to 
avoid incurring unnecessary supervisory costs they had, 
by agreement with the contracting firm, been put to 
work under the direct control of our own foreman. 


He it was who gave them instructions and bore the 
responsibility for their activities. On this basis the 
victim of the dropped brick might well be held to be 
one of our own employees instead of an outsider. 

The internal auditor, ever anxious to improve the 
shining hour by displaying his brilliance to his col- 
leagues, gave us some views on the abuses of this 
modern ‘lump’ employment, and sat back with an air 
of satisfied omniscience. 

The office manager murmured in the momentary 
thoughtful silence that it was dashed hard to control 
independent electricians nowadays, and as for giving 
them instructions, well, that was a jolly good laugh. 
He'd had two of them in last week installing storage 
heaters in his home and they were demons incarnate. 
The third time in one day that they asked his wife for 
tea, well, really, what a scene! 

He spluttered with emotion at the memory, so I 
cut in to ask why shouldn't the contractor carry the 
can in the first instance? After all, it seemed like a 
normal and not unpredictable accident in the course of 
work, the conditions of which were known in advance, 
and there must be plenty of past precedents. Why 
should we get into the act at all? 

The fat departmental accountant, who atones for his 
Jack of diligence by always knowing all the gossip of 
the market-place, chortled somewhat at this. The 
inside story, he said, was more complex than that. 
Bloggs on the ladder had been as drunk as a coot as a 
result of his recent pools win. He'd already knocked 
over a wheelbarrow on the upper scaffolding, and had 
all but walked into empty air at the second-storey 
hoist. In fact, the electrician only ten minutes pre- 
viously had told our foreman in unrepeatable terms 
(though the DA nevertheless repeated them as a matter 
of professional precision) of Bloggs's ineptness, and the 
foreman in reply had told him not to rock the asterisked 
boat. True, the engineer flatly denied this story, but 
one knew what to expect from that quarter. 

The financial accountant listened open-mouthed to 
these revelations of unsuspected human frailty so we 
suggested that he should talk promptly to our broker. 
In future, we hope, he’ll do some more homework 
before reporting. 
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Institute's New President 


R CLAUDE CROXTON- 

SMITH, M.A., LL.B., F.C.A., was 
elected President of The Institute of 
Chartered Accountants in England and 
Wales at a meeting of the Institute's 
Council held on Wednesday of this 
week. 

Mr Croxton-Smith, whose appear- 
ance belies his 68 years, is a member of 
the firm of Watling & Partners, 
Bristol. He was educated at Dulwich 
College and Gonville and Caius College, 
Cambridge, graduating with honours 
in history and law. He then became a 
member of the sales staff of the Anglo- 
American Oil Co Ltd (now Esso 
Petroleum Co Ltd) from 1924 to 1931, 
and in 1932 was articled to the late 
Mr John Henry Watling, of Bristol. He 
was admitted to membership of the 
Institute in 1936. 

In the Second World War, Mr 
Croxton-Smith was commissioned into 
the RAOC and served in France, 
Belgium, the Middle East and Paiforce. 
At the end of the war he returned to his 
present firm where be became a partner 
in 1946. 

From 1946-52 he was the honorary 
secretary of the Bristol and West of 
England Society of Chartered Ac- 
countants (now the West of England 
Society), in which capacity he acted as 
honorary conference secretary for the 
1951 autumn meeting of the Institute at Torquay. He 
was President of his District Society in 1953, having 
already held the presidency of its associated students' 
society the previous year. 

Mr Croxton-Smith was elected to the Council of the 
Institute in 1956, since when he has served on a 
number of its committees. An outstanding exponent 
of the complex subject of professional ethics, on which 
he contributed papers to the business session following 
the 1964 annual meeting and to the 1965 Oxford Sum- 
mer Course, he was for ten years a member of the 
Investigation Committee, including five years as Vice- 
Chairman and one year as Chairman. He has also 
served on the Disciplinary, Public Relations, Applica- 
tions, General Purposes and District Societies Com- 
mittees, in the last-named case as Vice-Chairman and 
subsequently Chairman. He was elected Vice-President 
of the Institute in 1968 and Deputy President in the 
following year. 





Mr Croxton-Smith has represented the Institute on 
the Court of the University of Bristol since 1957, 
having been reappointed for a further term of office in 
1965, and for many years has been a Justice of the 
Peace for the City and County of Bristol. 


NEW DEPUTY PRESIDENT 


Mr Arthur Halsall Walton, F.c.a., a partner in the firm 
of Lysons, Haworth & Sankey, of Manchester, has 
been elected Deputy President of the Institute for the 
coming year. 

Born in 1916, Mr Walton was educated at the Leys 
School, Cambridge, and was articled to Mr A. A. 
Talbot in 1934, the firm then being known as Lysons & 
Talbot. He was admitted to membership of the 
Institute in 1940. 

Throughout the Second World War and until 1948 
he served in the Lancashire Fusiliers, where he at- 
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tained the rank of Major. He returned to his firm in 
1948, and was admitted to partnership in the following 
year. 


He was elected to the Committee of the Manchester 
Society of Chartered Accountants in 1950, serving for 
six years as the Society's honorary treasurer, and in 
1957 became its President. He was also for several 
years a member of the Committee of the Manchester 
Chartered Accountant Students’ Society. 


Elected to the Council of the Institute in 1959, Mr 
Walton displayed a particular interest in the subject of 
professional education. He has been a member of the 
Education Committee from 1962 to the present day, 
including one year as its Vice-Chairman and three 
years as Chairman; he has also served on the Exami- 
nation Committee (five years), P. D. Leake Committee 
(five years) and Post-qualifying Instruction Committee 
(three years). He is a member of the Board for the 
Joint Diploma in Management Accounting Services. 

For the past year, Mr Walton has been Vice-Presi- 
dent of the Institute. 


NEW VICE-PRESIDENT 


At the same Council meeting, Mr Douglas 
Spottiswoode Morpeth, T.D., B.COM., F.C.A., Was 
elected Vice-President of the Institute. 


Born in 1924, Mr Morpeth was educated at George 
Watson’s College and Edinburgh University. He 
served in the Royal Artillery from 1943 to 1947 (for 
part of the time in India, Burma and Malaya), and in 
1949 he joined the Honourable Artillery Company, 
where for two years he commanded its First Field 
Regiment; he has also held the appointment of Master 
Gunner within the Tower of London. 


Articled to Mr J. M. P. Bishop, F.c.a., of E. C. 
Brown & Batts, in 1949, he was admitted to member- 
ship of the Institute in 1952. In the same year he 
joined the staff of Touche, Ross & Co (now Touche, 
Ross, Dailey & Smart), where he was admitted to 
partnership in 1958. He became a member of the 
Committee of the London and District Society of 
Chartered Accountants in 1960, and was one of the 
Society's nominees to the Technical Advisory Com- 
mittee of the Institute until his election to the Institute 
Council in 1964. 

Mr Morpeth is currently a member of the Institute's 
Parliamentary and Law Committee (including three 
years as Chairman), General Purposes and Finance and 
P. D. Leake Committees. He is also a member of the 
Accountants' Joint Parliamentary Committee. 


His other appointments include membership of the 
Board of Trade Advisory Committee on Investment 
Grants; honorary auditor of the London Chamber of 
Commerce; membership of the Board of "Trade 
Accountancy Advisory Committee and one of the 
Institute's representatives to the Accountants' Inter- 
national Study Group. 


A recognized authority on various aspects of the 
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Mr Arthur Halsall Walton, 
Deputy President. 


tax system, he has given papers to several London and 
District Society conferences and to the eleventh 
National Taxation Conference. He is the author of 
the booklet A Practitioner's Own Taxation Problems in 
the Institute's ‘Practice Administration’ series and 
will be acting as Chairman of this year's Cambridge 
Summer Course. 





Mr Douglas Spottiswoode Morpeth, 
Vice-President. 
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Expansion-minded? 
ask 


OBSS 


Providing loan and share capital for e 
company expansion is just one of the range of be 
specialised facilities available from OBSS—Old 
Broad Street Securities Limited. 


If, as a professional adviser, you would like 
advice on the above or to know more about OBSS 
and how the services they offer could help your 
clients, get in touch with Mr W. J. T. Marriott our 
Executive Director at Head Office. 


OLD BROAD STREET 
SECURITIES LIMITED 


Head Office: 39 King Street, London, E.C.2 
Telephone: 01-606 7291 








The younger generation is, 
more often than not, in the 
minds of people when they are 
making their Wills. Will you 
please help our work by 
bringing to the attention of 

your clients the well deserved 
claims of the less-than-fortunate 
children in our care. 

May we please send you for 
reference, a copy of our 

Year Book which includes a 
Balance Sheet and Account ? 


NATIONAL 
CHILDRENS 
£1 HOME 













Offices also in Birmingham, Leeds, Luton, 
Manchester and Nottingham 






LOANS FOR EXPANSION : ISSUES 
FLOTATIONS * MERGERS 





A b f th E , 
ius nest INVESTMENT MANAGEMENT The Principal, 85/L14 Highbury Park 
Group of Companies PROPERTY DEVELOPMENT FINANCE London N15 





Patron: H.M. The Queen 
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Has your business reached a nice 
safe comfortable size? 


Often it's just when a company reaches an interesting 
size that it becomes more interesting to others. 

And attracts attentions—welcome and otherwise. 

It's often just when the graph goes up that suddenly 
the chips are down. 

So long before this stage is reached, a company should 
pay attention to one factor essential to business survival 
and growth. 

The need for specialised and soundly based financial 
advisory services. 

Nowhere else in the City is a greater concentration of 
skilled financial services provided than in a merchant bank. 

If you need advice on an export market you'll most 


probably find we've been there before. Today more than 
ever our service covers the whole field of international 
finance. 

If you want investment advice, we already handle funds 
running into many hundreds of millions. But this won't 
prevent us from welcoming yours. 

And if we take over some of the problems before a 
takeover threatens,unwelcome suitors could be discouraged. 
So whatever the size of your business, you'll find our 
shrewd supporting services can help to make things safer and 

certainly a lot more comfortable. 

Some people even maintain that we're also nice people 
to deal with. 


Kleinwort Benson 


20 Fenchurch Street, London EC3. Telephone: 01-626 1531 


Brussels * Geneva - 


Guernsey + Jersey * New York - Sheffield 
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Calculating the Return on 


Capital Employed 


for the Measurement of Management Performance 


HE authors feel that there 1s a lot of loose application 

of the term “Return on capital employed’. The calcula- 
tion of a return on the capital employed by a business — 
which is limited in the present context to its use for manage- 
ment performance purposes — poses many problems of 
definition as to what is the capital employed. 


General background 


After much deliberation it appeared to us that the first 
thing to decide was the purpose for whica the calculation 
was required, e.g., information for equity shareholders, 
debenture-holders, bankers, or management objectives. 
As a management accounting committee, we decided to 
concentrate on the problems of calculatirg the return on 
capital employed for management purposes. This would 
consist of providing objectives and being able to measure 
internal performance and to make comparisons with exter- 
nal organizations. We furthermore decided to concentrate 
on the type of organization we know best — a limited com- 
pany manufacturing products with a throughput time of 
less than a year and also owning subsidiaries manufacturing 
similar or related products. 

Having reached this stage, it then became apparent that 
we had to consider the valuation of the typical assets and 
liabilities comprising the employment of capital. In this 
respect we decided at first that we were not attempting to 
account for changes in the value of money but it soon 
became apparent that we could not ignore the effects of 
such changes upon the requirements of the management in 
ensuring the calculation of meaningful information. 

At this stage we must, therefore, make it quite clear that 
we are not attempting to lay down hard and fast rules but 
merely posing the arguments where these appear to give a 
choice and leaving readers to decide for themselves, in the 
light of circumstances, the most suitable method to adopt. 


Valuation of balance sheet items 


In considering the valuation of balance sheet items for 
capital employed purposes, it is evident that there are two 
main methods of valuation that can be utilized: 





A discussion paper prepared by the Managemert Accounting 
Subcommittee of the Technical Advisory Committee of the 
Sheffield and District Society of Chartered Acco.ntants. Readers’ 
views will be welcomed by the Editor for consideration for 
publication in ‘Correspondence’. 


CONTRIBUTED 


(a) The valuation applied in balance sheets that meet the 
requirements of the Companies Acts. 


(b) The substitution of replacement values for certain 
balance sheet items in order to equate the capital 
employed for comparison purposes. 

Other possible valuations could apply, e.g., realizable 

values, but it is considered that for management accounting 


-purposes the figures are usually used for measuring per- 


formance either in comparison with prior periods or for 
comparing the results between operating units. The term 
Operating units is used to cover a company within a group, 
a factory, a department, or an operation. When measuring 
performance against external organizations, the valuation, 
as set out in (a) above, could be applied. For internal 
comparisons between operating units or against prior 
periods, it is considered that the form of valuation as set 
out in (D) would give better results. 

When computing capital employed, where all balance 
sheet items making up the employment of capital are not 
included, it may be important that the time element is 
considered. In some circumstances it can be misleading 
if the capital employed figures on the last day of a period of 
time are compared with a profit figure earned during that 
period. In such a case some suitable form of averaging of 
the items forming capital should be used. For example, 
for annual calculations, a suitable statistical averaging 
method should be employed. 

Taking these points into consideration the following 
valuations are recommended for the assets and current 
liabilities in a normal balance sheet. 


Employment of capital 
Current assets 
1. Stocks — lower of cost or net realizable value. 
2. Work in progress — lower of cost or net realizable value. 


3. Debtors — at book value less provision for doubtful 
debts. 


4. Investment (quoted and others) — lower of cost or 
market value. 


. Money at short call — at cost. 
. Tax reserve certificates — at cost. 


M O^ (n 


. Loans to employees — at book value less provision for 
doubtful debts. 


8. Group current accounts — at book value. 
9. Cash — at book value. 


Pra M 
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Current liabilities 


1o. Bank overdraft — at book value. 
. II. Creditors.— at book value. 
` I2. Current taxation ~ at book value. 

13. Corporation tax due, at a future date — at book value. 
. I4. Dividends proposed or due — at book value. 

15. Group current accounts — at book value. 

16. Provisions — at book value. 


Other assets ` | 

17. Investment in subsidiaries — at cost. 

18. Trade investments — at cost or written-down value. 

19. Fixed assets — at cost, revaluation, or replacement value. 
20. Goodwill — at book value or valuation. 

21. Preliminary expenses — at book value. 

22. Patents, trade-marks — at book value or valuation. 

23. Research and development expenditure — at book value. 


If the capital employed is expressed in terms of the 
company's equity and loan capital, then the items would be 
taken at book value. If any balance sheet item has been 
valued at replacement value, it will be necessary to show 
the difference arising from revaluation as part of the capital 
EE | 


- 


Valuation of profit and loss items. 


The valuation of- profit and loss items should be as for 
normal accounting purposes with the exception of the 
charges to profit and loss for items in the balance sheet 
which‘ have béen revalued, when the charge should be 
adjusted to equate it to the revaluation, 


Constitution of capital employed 


It is the endeavour of the management accountant to 
indicate through showing a return on capital employed how 
efficient are the management of the company in utilizing 
the total funds that they have at their disposal. 

For management accounting purposes it.is important 
that attention is focused on the utilization of the total funds 
that are at the disposal of the management of the concern. 
tis suggested that, in order to emphasize this principle, 
‘all financing liabilities should be excluded from the employ- 
ment of capital assessment. However, the interest costs 
should be charged in assessing the profit to encourage 
management to borrow at advantageous rates and utilize 
their funds to the maximum. A case can be made out for 
only the assets to be taken as the capital employed i in that 
all current liabilities are forms of financing. As it is normal 
‘for a business to have some form of current liability in 
their day-to-day transactions, it is felt that it should be 
deducted from the total assets. This will encourage manage- 
ment- to .maintain these liabilities at a maximum level, 
so obtaining the best period of credit. possible, to obtain 
an improved return on the capital employed. - 

Whilst it can be said that the total employment of capital 
does not vest in the shareholders, it does reveal the per- 
formance achieved by the management. 

The constitution of the items makirig up the employment 
of capital will represent all the items set out in the balance 
sheet (as set out for valuation purposes above) under 
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current assets, current liabilities, and other assets with the 
exception of 10 — bank overdraft — which would be excluded, 
as it is considered to be a method of financing, as explained 
above. 

Cash and investments are included in the employment of 


' capital calculation as they should be working for the com- 


pany to increase its return on capital and the company's 
efficiency should be measured on this basis. 


Constitution of profit and loss items 


The profit figure to be measured against the employment 
of capital to compute the return should be after charging 
interest on any fixed interest-bearing capital. For purposes 
of internal comparison it would seem that generally the 
before-tax figure for profit can be used without any dis- 
tortions creeping in, with the added advantage that it is 
easier to calculate, although for comparisons on an annual 
basis it may be necessary to show a statistical tax rate to 
indicate the effect of movements in the overall tax rate on 
profits. If actual taxation charges are used and an after tax 
profit figure is employed then, due principally to the effects 
of capital allowances, not only is the absolute return altered 
but also the relative returns as between two different 
operating units. Where a firm wishes to make a comparison 
external to.the, firm, then it may have no other choice than 
to use an after-tax profit figure. 


Treatment of capital employed in specific 
applications 


The general application of measuring the performance of an 
operating unit on the basis of return on.capital for manage- 
ment accounting purposes has, been considered above. 
However, when comparisons are made between operating 
units, it is necessary to Appian individual: rules to meet 
specific circumstances, ; 


Examples of such specific circumstances are set out 


below: 


(a) Comparisons between operating units when renting, 
leasing, and purchasing need to be equated. 
. In these circumstances it is recommended that all 
..properties are shown as assets, whether owned or 
. rented, and to exclude the rental from proñt arid loss, 
so measuring the return on the total assets utilized 
by the operating unit. 


(b) Comparison between operating units that are not 
| responsible for their own financing. 

In these circumstances cash balances and related 
interest recelpts or costs should be excluded as these 
are not the responsibility of the management con- 
cerned. 

In this case it is important that the time element is 
considered, as the balancing effect of cash has been 
excluded, and the constituent parts of the employ- 
ment of capital should be averaged by a suitable 
statistical method over the accounting period 

. accordingly. 

This then smooths ou: fluctuations in-stock hold- 
ings, debtors, and large additions to fixed assets which 
are working for only part of the accounting period, 
enabling a more realistic measure of the EE 
to be obtained. . . ip EE 
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(c) Comparisons between operating 1 units where there are. 
large discrepancies in the age of ‘machinery. 
In these circumstances it 1s necessary to use 
replacement values and this point can be appreciated 
most easily by reference to the following illustration: 


Plant A Flant B Plant C 


Cost — {000 1,000 500 400 
Age  .. ix Se e I year 3 years 5 years 
Replacement value ~ £ooo .. 1,200 1,200 1,200 
Net replacement value 10 per 

cent per annum deprecia- ' 

tion — £ooo s 1,080 ` .840 600 

' Repair costs — {ooo i SO 300 200 

Profit before repairs and de- 

preciation — {ooo . : 500 500 500 
Profit after repairs and depre- š EC S 

ciation — {ooo dg 330 Bo 180 
Return on NRV 30% 99% 30% 
Conventional method 
Return on NBV 39% 40% 130% 


The replacement value method indicates the 
efficiency of the operation, whilst zhe conventional 
method indicates the return on the or.ginal investment 
which could be most unsatisfactory from an efficiency 
viewpoint. 


(d) Comparisons between units which have goodwill 
as a major asset may need speciel attention. For. 


example, if goodwill represerits a Jet of customers 
which is the main asset of the business, then it will be 
necessary to revalue this on a predetermined basis, 
common to all the units being compared. 


(e) Comparisons between operating units when transac- 


tions take place between them otker than at arme 


length. Such transactions can occur because of either 
technical problems or because it is of advantage to 
the units as a whole to introduce artificial transactions 


or adduce artificial prices to such transactions. As. 


such the data for any one unit skould be adjusted 
to provide realistic figures, except when the amounts 


involved are so small as to have no significant effect 
upon any subsequent calculations. Specifically this. E 


may involve: 


(i) adjustment of inter-unit charzes or sales to a 
. market price where the marxet price can be 


ascertained ; and 


(ii) adjustment of inter-unit debts where the size of 
these is determined by reference to a group's 
financial management policy and not by normal 
commercial settlement procedures. 


Utilization of return on capital employed 


The general purposes for which the return on capital 
employed is used for management EE PUp are 
as follows: 


(a) Internal 


(i) For comparison between companies in the same 
group. Using the techniques described earlier 
in this paper, it will be possible to ensure a uni- 
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form and meaningful presentation. Under these 
circumstances the comparison can be taken as a 
reliable guide to the relative performance of the 
companies being compared. 


(ii) For making a comparison of performance between 
departments or other specified units in a firm. 
All the information necessary to produce reliable 
results as described above will usually be available. 
The key factors in compilation will probably be 
the apportioning of general overheads between 
departments, the allocation of assets and liabilities 
between departments and the calculation of prices 
for the transfer of material from one department 
to another. 


(b) External 


(1) For companies taking part in a comparison under 
the direction of the Centre for Inter-firm Com- 
parisons, the return on capital employed will be 
the key ratio in the exercise. However, as the 
Centre has its own formula for the calculation of 
the ratio and this will be followed by all the 
companies taking part in the exercise, this may not 
be in agreement with some 'of the statements 
made above. . 


(it) For making a comparison between different 
companies when the compiler of the comparisons 
has access only to limited data, e.g., published 
accounts, it is not possible to produce accurate 
results, and these should only be taken as a general 

. guide to comparative performance. In these 
circumstances care should be taken not to intro- 
duce known factors into the calculations for certain 
companies where similar factors may remain 
unknown in the results of other companies. 


The results produced by the exercises described above 
may be used by management as a means towards the 
maximization of profit in the following Ways: 


| (a) By use of a pyramid chart comparing the various 
. factors which make up the return on capital employed 
` ratio, the attention of management can be concen- 
‘trated in those areas which show weakness when 

` compared with other similar companies. 


. (b) Comparison of the performance of different com- 
panies within a group or different departments helps 
management to concentrate new projects and new 
investment in those areas most likely to produce the 
best return. 


(c) Comparison of the performance of the sectors con- 
trolled by various members of the senior management 
team helps top management in promotion and staffing: 
decisions. 


(d) The return on capital employed can be used as one 
of the key bases for the calculation of senior manage- 
ment incentives in performance related remuneration 
schemes. 


` (e) When looking at outside organizations for possible 
mergers the return on capital employed can help 
management assess the performance of the manage- 
ment of the company to be merged. 
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Deficiencies in the use of return on capital 
employed 


Ás each operating unit (presumably) is endeavouring to 
improve its return on capital employed, each could have a 
different level of objective, as the measured improvement 
would be against a different base. It is also possible that 
decisions can be too aligned to improving the yield from a 
mathematical viewpoint within the scope of the figures 
available. Instances of this arising are: 


| (a) Operating units that are experiencing high returns 
would be looking for at least their average return on 
new investment and would either be turning down 
projects or leasing assets, whilst units with low returns 
might adopt similar projects or assets which improve 
their return at the lower level. 


(b) As capital investment decisions are often assessed on 
some form of discounted cash flow, which does not 
necessarily favour an early payback, a position can 
arise where the most advantageous discounted return 
is contrary to a manager's objective of improving or 
maintaining the return on capital employed in the 
short term. 


(c) Inter-unit transactions will be considered with the 
viewpoint of maximizing the return at each, and might 
overlook the optimizing of the profit to the concern. 


(d) When making comparisons with external organiza- 
tions not enough information is generally available 
to make meaningful comparisons of performance. 


Conclusions 


(a) If one is to achieve the best results for using the return 
on capital employed as an internal management tool, it is 
very often necessary to utilize only specific elements of a 
conventional balance sheet and profit and loss account. 
In doing this it is necessary to ensure that when comparisons 
are made ney are constructed with the same elements in 
each case. 


(b) For internal purposes, whilst there can be certain 
drawbacks, it is a very effective management tool as all 
' the information is known. However, when external com- 
parisons are made the position becomes more suspect in 
that in many cases not enough information 1s available to 
know whether comparisons are on an equal basis. 


(c) As management tend to look at a business from the 
shareholders’ viewpoint, a problem may arise when the 
concept of measuring performance on the utilization of 


total funds available is used. Whilst the return to the . 


shareholders is a financial measure, which cannot be 
ignored, the total funds application measures total efficiency. 


` (d) The most frequent method applicable for calculating 
the return on capital employed for control purposes should 
be by the SES of figures for profit and capital as 
follows: 


Profit — net profit after interest but before tax. 


Capital — total revalued assets less current liabilities but 
excluding bank overdraft and other short-term loans 
of a like nature from the current liabilities. 
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SPECIMEN CALCULATIONS OF RETURN 
BASED ON T'oTAL FJNDS.ÁVAILABLE 


` Balance sheet of A Ltd: 


£ £ 
Capital (C) 6,000 Fixed assets (FA) .. 15,000 
Debentures (D) 5,000 
Current liabilities 
(CL) . 9,000 
Bank overdraft (B).. 5,000 Currentassets(CA) 10,000 
£25,000 £25,000 





Profit for the year before charging bank and debenture 
interest was £4,000. Bank and debenture interest was at the 
rate of 10 per cent per annum. 


Three methods of showing the yield on capital employed 
are as follows: 


£000 I 2 3 
Assets (FA + CA) .. 25 25 25 
Less (CL) o (CL4-B) r4 (CL+B+D) 19 
16 Ii 6 

Profit after charging bank 
and debenture interest 3 3 3 
Yield (per cent) .. IB 27 50 


If the company had increased its bank overdraft to 
Á 10,000 but had only made the same profit before interest, 
the position would be as follows: 


{000 . Es 2 2 3 
Assets (FA+CA+{£5,000) 30 30 30 
Less (CL) ` 9(CL+B) 19 (CL+B+D) 24 
2I yí 6 

Profit after. charging bank 
and debenture interest 2'5 ~ 2'5 2'5 
Yield (per cent) ke X2 22 41 


Whilst all yield figures fall, the reductions are in different 
proportions. 


If the company improved its performance and managed 
(despite the increased overdraft) to maintain a £3,000 profit 
after charging bank and debenture irterest the position would 
be as follows: 


£ooo I 2 3 
Assets (FA+CA-+£5,000) 30 30 30 
Less (CL) o (CL+B) 19 (CL+B+D) 24 
21 II 6 

Profit after charging bank i B 
and debenture interest a 3 3 
Yield (per cent) TP 4 27 50 


It will be noted that in cases 2 and 3 despite the fact that 
the funds at the disposal of the company have increased 
with the additional £5,000 overdraft, the yield is the same as 
when the company did not have this additional liquidity. 

In case 1 where the additional liquidity is reflected in the 
total capital employed the yield falls by 4 per cent when 
the profit performance is not improved. 
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Growth Through Internal Spin-offs 


HE pursuit of company growth during the past two 

decades has largely taken the form of expansion through 
acquisition. As product growth has fallen off, firms have 
endeavoured to continue the corporate growth pattern 
through merger and acquisition with the objective of 
acquiring competitors markets and so expand the market 
share, or to add complementary products to the existing 
range through a process of diversification. 

Has the heyday of the merger movement come to an end? 
As the list of possible acquisition targets has declined in 
view of the spate of take-overs in the late sixties, and the 
possibility of monopoly proceedings beccmes a real one if 
further market penentration is achieved, the ability to 
expand one’s market through acquisition has become 
much more circumscribed. At the same time disillusion- 
ment with the industrial holding company in the UK and 
the conglomerate in the USA has hit the equity prices of 
such corporations to such an extent that the exchange of 
their paper on an acquisition would depress earnings rather 
than gear them up. 


Internal growth generation 


One method which may be used to continue corporate 
growth is to capitalize on the market potential of existing 
service functions. A feature of progressive modern manage- 
ment is the creation of sophisticated service functions such 
as personnel management, data processing, management 
services such as operational research, etc. Growth through 
the development of such services is not zo be confused with 
the renovation of existing product lines or new product 
innovation, but with the development of service functions 
as true independent profit centres. 


Advantages of internal generation 


The scope and advantages of this g-owth potential are 
discussed in an article entitled *Corpo-ate growth through 
internal spin-outs' in: the Harvard Business Review for 
November-December 1969. The advantages are fivefold, 
nes 


(a) Increasing opportunities for investment capital and 
reducing the need for long-term dept 

Ás the service function is established as an independent 
organization and eventually as a company in its own right 
it should add value to the parent company. Should the 
ultimate be achieved and a quotation obtained for the new 
subsidiary this increase in value becomes quite significant. 
The author of the article, Mack Hanan, quotes the case of 
Armour & Co, which by spinning off its personnel care 
subsidiary, Armour-Dial, added $33 million (or $18-50 
per share) to the value of its own shareholders. 


(b) Provision of financial rewards 
Employee participation in the equity of the spun-out 
company, particularly by key personnel, is something 


which should be aimed at. Such an approach will help 
reinforce the profit centre consciousness of the entre- 
preneurial group which manages the new enterprise. 


(c) Diversification of profit sources 


The dependence of the parent company upon a narrow 
band of products or services is reduced without the risks 
of new product development. The new spin-offs will 
spread the burden of generating total corporate profit. 


(d) Creation of new management opportunities 


The spin-out provides opportunities to new levels of 
management to try out their managerial talents. Particularly 
if the company is organized on the basis of profit responsi- 
bility centres, the top management team for the future may 
be developed in this way. 


(el Parent and subsidiaries are profit sources for each 
other 


One factor which must be kept very much in view when 
considering such developments is that the new creation 
must not ignore the public image of the group as a whole. 
Obviously, top priority would be given to spin-offs which 
will reinforce the public image of the group. One can 
readily envisage cases, however, where it could cloud the 
sharp image the company has carved out for itself and on 
which it relies for its total marketing effort. 


Examples of spin-offs 


Examples of some of the types of activity which have been 
the foundation of spin-offs include: 


(a) Commodities trading. 


(b) Land development - companies with large property 
interests may find this a useful source of profit. 

(c) Executive development and educational activities - 
as the company builds up its own executive develop- 
ment programme and training organization this may 
offer a useful service to other organizations with 
similar problems, and the expanded scope leading to 
a better service for the parent company. 


(d) Market information. 

(e) Advertising and sales promotion. 
(f) Sales and distribution. 

(g) Research and development. 


Identifying opportunities 

Management should identify the type of development that 
it thinks is desirable. This basically requires a decision as 
to whether the spin-off policy is to be service oriented or 
market oriented. In the former case the development will 
be concerned with offering the service or group of service 
functions across a wide range of industries, Le, it is the 
service characteristic which is predominant. 
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In the latter case the objective of the spin-off is to 
satisfy the service needs of a particular industry or market 
over a wide spectrum. The market is the focus of attention 
and the source of expertise, and the firm reinforces that 
expertise with a wide range of services. 


| Conclusion 


There can be obvious dangers in starting on a spin-off 
policy. Management might blur the objectives of the organi- 
zation; managerial talent and effort could be dispersed 


What is Earned Income? 


by E. J. BROSTER, A.M.B.I.M. 


ARNED income, one would think, is income that is 

earned by work and the application of skill and 
knowledge. But for income taxation purposes, there is 
no such simple definition or criterion. Indeed, what is 
earned income and what is unearned income under 
the taxation laws is beyond human understanding. 
There are, of course, the two extremes which brook 
no argument; for instance, wages and salaries derived 
from employment at one extreme, and interest and 
dividends at the other. 

But lying between the two there exists a minefield 
of arbitrariness, narrow to be sure, but nevertheless 
unsafe for any serious man or woman with an analytical 
mind to attempt to traverse; for it can lead only to a 
deep feeling of frustration, and possibly to injury to 
mind and body. I ventured there myself once, more 
out of curiosity than in the hope of crossing it. How- 
ever, I had the opportunity of locating some of the 
mines of arbitrariness, and mapping them. 


Short-term gains 


In the fiscal year 1967-68, it happened to be expedient 
for me to sell two or three blocks of equities that I had 
held for less than x2 months. For the first time, I had 
made short-term gains, which attract income tax as 
unearned income. 

When I received HM Inspector’s. assessment, I 
quibbled. And when he replied I quibbled again; 
I did more, I appealed on the grounds that my sbort- 
term gains were earned income. My Inspector of 
Taxes — or rather Her Majesty’s Inspector of Taxes — 
was a patient and tolerant man. I submitted a statement 
of case describing the trouble I go to in choosing an 
equity stock to buy: how I first choose an expanding 
industry and then a company from it. I used such 
jargon as trend ratios, extrapolation, macro-economics, 
the price-earnings ratio and the like. That, of course, 
was a mistake. I wrote my plea in all sincerity; but 
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instead of concentrated upon the major activity. If, how- 
ever, these dangers ‘are appreciated, and kept i in perspective 
it may well be possible to identify within one's organization 
one or more sectors where the functional expertise that 
has been developed can be put to use to earn profits out- 
side the business. This is an age in which many businesses 


' are only too glad to be relieved of some of the peripheral 
activities in running a business. The organization that can 
` offer a highly competent specialist service, whether it be 


in management development or in managing debtors, can 
develop an extensive market for its services. 


educated people like HM Inspectors of Taxes and 
General Commissioners always suspect when reading 
a plea of this kind that the writer is trying to blind 
them with jargon, if not science. ` 

I duly appeared before the Commissioners at their 
meeting. There sat HM Inspector of Taxes and his 
woman assistant, with an array of statutes of the realm 
before him. He gave me a copy of his written reply to 
my plea, and I cannot do better than quote from it: 


‘Short-term gains are computed as if the acquisition 
and disposal had been an adventure in the nature of 
trade (section 13 (1), Finance Act 1962) but this does 
not make them income immediately derived from the 
carrying on or exercise by him of his trade (section 
525 (x) (c)) [presumably of the Income Tax Act 1952]. 
If it did they would be assessed under Case I.’ 


One of the commissioners addressed me: 


‘Buying and selling shares is not your full-time 
occupation, 1s it?’ 


‘No’, I admitted. 


‘In that case, your capital gains are not earned 
income.’ 


‘I fail to see that the time I spend on buying and 
selling shares is any criterion,’ I said. ‘Before I became 
a full-time writer, I did some freelance journalism as a 
spare-time occupation when I was a Civil Servant. 
My profits from journalism counted as earned income 
for income tax purposes.’ HM Inspector of Taxes 
nodded his agreement. 


Speculation not a trade 
The Inspector’s reply continued: 


"The question is [whether] his share speculation [is] 
an activity in the nature of a trade. I should say that 
speculation by an individual is not such an activity. . 

The share speculator like this taxpayer is a passive 
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spectator of price movements on the Stock Exchange. . 
He has no control over the movement of the prices. . 

- is buying and selling in a single market and he, therefore, 
has no expectation of profit unless the prices of the single 
market move in his favour. This price movement is 
fortuitous in the sense that although he may use judge- 
ment in anticipating it he cannot control it.’ 


Nor, I would add, can a stockjobber or farmer, 
whose income from buying and selling shares or sheep 
and cattle counts as earned income. True, stock- 
jobbers mark their prices up and down as supply and 
demand fluctuate, but they have no control over the 
supply and demand, which are the determining factors 


in price. It is the market as a whole that determines 


share prices, not any particular section of it, and a 
large-scale speculator can have more influence on the 
price of any given share than the jobber. 

I did not care for the Inspector’s use of the term 
speculation; but he rubbed salt into the wound in his 
next paragraph, in which he compared my activity 
with that of a race-course punter: 


‘This is paralleled by the tax treatment of pacing 
In the tax case of Graham v. Greene (9 TC 309) an 
attempt was made to assess the successful profits of 
punting. The appellant had no ordinary occupation or 
employment, but derived an income by habitual and 
systematic betting at starting prices from his private 
house. Lord Justice Rowlatt stated, “These are mere 
bets, I do not think he could be said to organize his 
efforts in the same way as a bookmaker organizes his: 
In effect all he is doing is just what a man does who is a 
skilful player of cards, who plays every day. But I do 
not think you can find in his case any conception arising 
in which his individual operations can be said to be 
merged in the way that particular operations are merged 
in the conception of a trade. I do not think habitual or 
even systematic fully describes what is essential in the 
phrase ‘trade, adventure, profession or vocation’.’’’ 


It seems a far cry from the innocence of buying and 
selling a few equities with the object of making a 
capital or short-term gain to the relatively sordid 
operations of the race-course punter. To the best of 
my knowledge, the amateur punter, the man or woman 
who has a flutter on the Derby or the Grand National, 
pays no tax at all on winnings. If this is correct, then 
if there is to be any parallel at all between the two 
activities the amateur share ‘speculator’, like me, 
should not pay any tax at all on capital gains, leaving 
the professional share speculators — those who make a 
living out of buying and selling shares — to pay income 
tax like the professional punters. Was it not the object 
of the Conservative Government in the Finance Act 
1962 to rake into the income tax fold the professional 
share speculator rather than the amateur? 


Economic considerations ` 


There is another and far more important difference — a 
difference which I imagine disposes entirely of thé 
parallel argument adduced by HM Inspector of ‘Taxes. 
The operations of the race-course punter serve little 
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if any useful economic purpose. Thosé of the share 
speculator. create’ a situation in which the market 
prices of shares in growth industries tend to stand on a 
higher level than those in other industries relative to 
the dividends they pay or the profits they earn. They 
therefore make it easier for the growth industries, 
where finance 1s needed more than elsewhere, to issue 
new capital. 

According to the Financial Times Actuaries share 
index at the time of writing (mid-April 1970), the main 


growth industries are office equipment, domestic 
radio and T'V, food retailing and stores. These all have 


a ratio of earnings to dividends paid of about 2:0 
compared with an average for the whole 500 share 
index of 1-5. The market's estimate of growth potential 
is the ratio of price to earnings, better known in the 


market as the P/E ratio. The accompanying table 


TABLE Ç or GROWTH INDUSTRIES MID-APRIL 1970 


P/E Dividend ` 
ratio yield 

Per cent 
Average of 5oo shares .. Ig56 426 
Office equipment . 2770 1:81 
Domestic radio and TU. Stret . « 243 
. Food retailing | 20°76 2:60 
Stores 19:61 3:88 


gives the averages of the P/E ratio and dividend yield 


. for the soo shares of the Index and each of the above 


industries. But for the so-called speculators, the elec- 
tronic computer manufacturers of the office equipment 
industry would scarcely have ever got off the ground 
for want of finance; and the country’s computer 
requirements would have had to be met by imports 
from, the United States and Europe. The more one 
looks at the Tax Inspector's parallel argument, the 
farther the cry from investing in equities to backing 
horses for a living seems to get. 


Punting as a livelihood 


As it happens, I carried out a statistical analysis some 
seven or eight years ago of the potential financial 
earnings of a race-course punter who always backed 
starting favourites indiscriminately. I took into account 
a number of factors that seemed relevant, amongst 
them the state of the going, the number of runners, the 
‘distance’ of the race, and the kind of race, i.e., flat, 
hurdle or steeplechase. I ignored 'form' as I knew 
nothing about it, and 1n any case, the starting price is 
largely a reflection of it. I also ignored newspaper tips, 
‘naps’ and the rest and worked entirely on the pub- 
lished results. My analysis covered about 100 meetings 
or some 600 races. I destroyed my papers a long time 


ago to make space for something more useful; so that 


the following summary is based on my recollections. 
Indiscriminate punting on favourites showed a small 





lFor a discussion of stock-market ratios see my article on 
'Company Growth and the PIE Ratio', The Accountant, November 
oth, 1968. 
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profit in the long run at starting prices and a loss at - 


'Tote prices. Punting on favourites in races where the 
field was large, say, over rs runners, or the going 
heavy or soft yielded no profit at all at any available 
price. Backing favourites in flat and hurdle races where 
the fields consisted of eight to 15 runners, the going 
was good or firm, and the distance exceeded a mile, 
yielded a profit in the long run at both starting and Tote 
prices, greater for the former. But to earn a living from 
it, it would have been necessary to put at risk £100 or 
more on each horse backed; and even then, it would 
have been a very precarious living requiring a working 
capital of many thousands of pounds. Place betting 
was, of course, rather less precarious, but in the long 
run betting for a win was slightly more profitable. 
Since then, conditions have changed appreciably. 
Then, there was much talk of horse-doping; the-recent 
introduction of starting stalls in flat racing may have 
reduced the chances of loss in bets on favourites run- 
ning in short-distance races; and the betting tax and 
levy may have shortened the odds significantly. 
Betting on horses is an exercise in risk-taking and 
decision-making, and it was this aspect of it and a 
chance remark of an acquaintance of mine to the effect 
that to win ‘you should avoid steeplechases, never bet 


where the going is anything but good, and always back. 


the favourite’, that led me to carry out the analysis. 
The point of my referring to the subject here is that 
there are some professional punters who earn a very 
good living from it. At least one is réputed to live in a 
very large house, run a Rolls-Royce, and pilot his own 
light aeroplane, which he uses for travelling from race- 
course to race-course. On the evidence of my analysis, 
it is clear that he goes to a deal of trouble and spends 
much time on making his choice. Undoubtedly, that 
man’s income is as hard-earned as the income of any 
business executive or shop-floor worker. 


Trade is a gamble 


` HM Inspector of Taxes concludes his argument with 
. the following paragraph: 


‘Share speculation in the Revenue’s view is a form of 
gambling, and therefore there is no trade and no earned 
income relief. It is increasingly common amongst those 
with money to spare to have a flutter on the Stock 
Exchange, encouraged by inflation and Press coverage 
of financial news. Speculation in this case is clearly 
non-trading.’ 

As the demonstrators would put it, ‘Inflation’, yes; 
‘Press coverage’, yes; but ‘flutter’, no, no, no; not in 
my case, at any rate. Nor do I believe that any regular 
investor in stock exchange securities ‘has a flutter’ in 
the accepted sense of the term. It smacks too much of 


pin-picking. Regular investors, like professional pun-. 


ters, take great care and trouble in making their 
selections. 

‘Gambling’, too, may call for a loud ‘Yes’. But is not 
trade itself a gamble? The.main problem in trade, as in 
investing in securities and race-horses, is to minimize 
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the degree of risk. And tha: is hard work. The work 
has different names: in trade it is market research, in 
buying and selling Stock Exchange securities it is 
investment analysis, and in race-course punting it is 
form study. But what’s in a name? It 1s all analysis 
of a kind. There is another thing: there is reason for 
supposing that the risk involved in industry is no less 
a gamble than that in stock-market speculation and 
betting on starting favourites. Indeed it seems to be 
greater. | 

In industry more than 9o per cent of the new product 
brands that are launched cn the market fail. The 
failure rate amongst starting favourites is no more 
than 80 per cent overall, and much less than that 
where the conditions of the race are selected with care. 
Admittedly, the comparison is scarcely a fair one. The 
odds against picking a winner in industry may be 
much greater than those of picking a winner on a race- 
course; but the winnings are much more than corre- 
spondingly greater. How can one measure the odds in 
buying and selling securities? It is said that investors 
can reduce the risk of loss by investing in a unit trust. 
My one and only venture into a unit trust almost ended 
in disaster. In the course of zbout six months, I lost 
20 per cent of my capital. At the time I made the 
investment, it was a toss-up whether I should go into a 
unit trust or buy shares in Golden Egg or Curzon 
House. The coin came down the wrong way, for the 
market price of both shares rose by over 25 per cent in 
the same period — against the downward trend of the 
market in 1969. 


Conclusions : 


What is the criterion. of earned income? Most laymen 
would understand earned income to be income 
involving the expenditure of time and energy on the 
part of the recipient. Income involving the expenditure 
of time and energy by others, and income acquired by 
luck or chance, such as windfall profits, are unearned 
income. But the Revenue's criterion does not conform 
to this definition. Then what 1s that criterion? Whether 
income is acquired by virtue cf a full-time or part- 
time occupation forms no part of the criterion. Risk 
and uncertainty, i.e., gambling, are irrelevant to it; 
so, too, are the making of a useful contribution to the 
economy, the application of skill to a systematic 
approach to the acquisition of income, and the ability 
to control prices. A company, or stockjobber for that 
matter, that fixes prices regardless of market forces is 
likely to be asking the way to Carey Street before many 
months have passed. What, then, is relevant? Clearly, 
the Revenue rejects the term ‘earned income’ in its 
generally accepted sense. 

The Revenue's definition, whatever it may be, does 
not always favour the Revenue. We taxpayers would 
regard windfall profits as being unearned income. 
When they arise in pursuit of what the Revenue 
regards as a trade, profession or vocation, it counts 
them as earned income. 
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No More Numbered Accounts? 


2 G to radio reports, even the astronauts, 


on their ill-fated journey round the moon were 
unable to break free from the mundane problems of 
income tax. One of the crew of Apollo 13 had forgotten 
to mail his return before leaving, and could see no way 
of completing by the annual tax deadline — April 15th, 
in the United States. 

But there have been growing suspicions on the part 
of the American tax authorities that citizens are using 
modern methods of communication and travel to 
escape payment of taxes. Legislation under debate in 
Washington is likely tó result in regulations that will 
affect many transatlantic transactions. 

Recent revelations concerning the strength — ind 
wealth — of the Mafia crime-rings in some of the older 
New Jersey cities have helped to stir up the enthusiasm 
of legislators for new enforcement measures. Another 
worrisome development has been the growth of the 
illicit drug traffic; heroin mainly grown in Turkey and 
processed in France 1s said to give rise to illegal sales 
totalling more than $1,000 million znnually in the 
United States. 

Rackets on these proportions could not possibly 
survive, it is argued, without the use of secret accounts 
in Switzerland and elsewhere abroad. This appears 
to be the main reason why the Treasury pleaded 
strongly for a disclosure Bill now in preparation in the 
House of Representatives. 


Support of tax authorities 


The tax authorities have lent their support to the 
proposal for less dramatic reasons. Double taxation 
treaties with Britain and other leading financial centres 
are supposed to have sealed off the main American 
escape routes for international tax evasion. But the 
exchange of information with the well-known tax 
havens in the Caribbean and on the Continent is less 
complete than the tax authorities could wish. 

In the case of the American interest-equalization 
tax, there is at present little hope of collecting payments 
(that may be as high as 15 per cent on some types of 
foreign income) from an investor who buys.and holds 
his securities abroad. Mr Randolph W. ‘Thrower, 
Commissioner of the Internal Revenue Service, has 
urged that the authorities ‘desperately’ need a measure 
of the type now being prepared. 

If the need is clear, the best way to meet it is far less 


` 


from Our New York Correspondent 


obvious. Both the Treasury and the Revenue Service 
have backed away from the Bill that they had earlier 
supported. Its intention seemed reasonable enough — to 
require reporting of foreign bank accounts by American 
taxpayers, and to make non-compliance a felony. But, 
acting on the assumption that some Swiss and other 
banks would continue to follow their traditional policy 
of secrecy, the Bill added reporting powers that have 
dismayed bankers and accountants. 

As at present drafted, the Bill could require the 
duplication of almost every entry in an American bank 
account. With the number of cheques cleared by the 
banking system this year likely to exceed 20,000 
million, the cost and complexity of this type of control 
would clearly be enormous. 


Damage to international confidence 
Mr Carl. W. Desch, speaking on behalf of the New 


' York Clearing House at a recent Banking and Currency 


Committee hearing in Washington, likened the pro- 
posal'to requiring the Post Office to open and record 
every piece of mail delivered. He also pointed out the 
damage that could be done to international confidence 
in the American banking system, thus perhaps reversing 


.the trend of recent years, under which the total of 


privately-owned deposits kept in the United States by 
British and other foreign investors has risen to more 
than $2,000 million. 

In formulating new legislation, the many parties to 
the debate have been hampered by the evident im- 
possibility of estimating the amount of American 
money held abroad secretly and for nefarious purposes. 
But critics point out that, even if the authorities are 
correct in seeking legislative action, the Bill now 
under consideration would probably prove ineffective. 
Omitted from its scope are travellers cheques and bearer 
bonds ~ as well as the high-powered racketeers (so dear 
to the imaginations of detective story-tellers) who would 
still be free to cross frontiers with briefcases stuffed with 
currency for deposit in numbered accounts abroad. 

Efforts to make life more difficult for the financial 
underworld can never be entirely successful — but must 
no doubt continue. Unfortunately, in their lumbering 
attempts to catch up with a notoriously fleet-footed 
fraternity, there seems to be a danger that the authori- 
ties will needlessly handicap legitimate international 
transactions under a new load of paper. 
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The Principles of Modern Company Law 
Third edition by L. C. B. GOWER, LL.M., F.B.A. 
. Stevens, paperback, 45s. 


In this new edition Professor Gower has been assisted 
by Messrs J. W. Wedderburn, M.A., LL.B., O. Weaver, M.A., 
LL.B., and A. E. W. Park, M.A. The old cloth covers have been 
abandoned in favour of limp covers in two attractive 
shades of green. 

Professor Gower and his team had to deal with the 
changes of the 12 years which have passed since the 
second edition. Although only a small proportion of 
the recommendations of the Jenkins Committee were dealt 
with in the Companies Act 1967, nevertheless, the changes 
have been considerable, not only in the field of company 
law proper, but also in relation to the Prevention of Fraud 
(Investments) Act 1958, the Protection of Depositors Act 
. 1963, the Stock Transfer Act 1963 and the welter of new 
tax law which followed the change of Government in 1964. 
Notwithstanding the removal of some dead wood, the new 
edition is 716 pages long as against only 631 pages in the 
previous edition. 


Now that it is brought up to date, the book is, in this ` 


reviewer's opinion, easily the best company law textbook on 
the market. The author approaches his task not only with 
enormous erudition, but also with a lively and questing 
mind, which lays bare the essence of the problems associated 
with this fascinating subject. 


Taxation in Western Europe 1968 


Tenth edition. Confederation of British Industry, paperback, 
635. 

. The sub-title of this book is ‘A Guide for Industrialists’, 
which indicates that it is intended only as a simple 
reference work. This purpose has given it a plain and 
uniform texture, which makes for clarity and directness 
— an attractive feature of the book. 

Seventeen countries are dealt with: Austria, Belgium, 
Denmark, Finland, France, Germany, Greece, Ireland, 
Italy, Luxembourg, Netherlands, Norway, Portugal, Spain, 
Sweden, Switzerland, and the United Kingdom. First 
there is a broad comparative survey of the differences and 
similarities in national treatment of the main tax aspects. 
For example, a short section deals with the various ap- 
proaches to the problem of defining taxable income, and 
the treatment of capital gains. T'his survey gives a useful 
overall picture of the Western European tax scene. 

Then follows, in bare detail but extensive scope, an 
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outline of the tax system of each country. This is uniformly 
described under five main headings: taxes based on income 
or profit, on capital, on sales or turnover, on payroll or 
numbers employed, and local taxes. Each of these topics is 
subdivided to give essential details concerning matters such 
as withholding taxes, directors’ emoluments, basis of 
assessment, definition of income, capital allowances, capital 
gains, investment credits, losses, overseas income, non- 
residents, double taxation, stamp duty, and so on. There is 
also a summary of the double taxation agreement between 
each country and the United Kingdom. 

Both the individual and corporate situations are dealt 
with, and there is a useful table of exchange rates. This is the 
tenth (revised) edition of the book, and contains almost roo 
pages more than the previous edition. 'T'his is a considerable 
expansion. The material covers the tax changes for 1968, 
and in certain cases deals also with more recent legislation. 
But it is a pity the book has been produced so late; it 
would have been well worth waiting another two or three 
months in order to have all the 1969 information. Never- 
theless, this is an invaluable publication for anyone con- 
cerned with European trade, and its clear presentation of 
complex material makes it easy to sift and assimilate the data. 


Potter and Munroe's Tax Planning with 
Precedents 


Sixth edition, by D. A. SHIRLEY, M.A., and STEPHEN J. L. 
OLIVER, M.A. 


Sweet & Maxwell, £5. 


The editors point out that since the previous edition 769 
pages of fiscal legislation have been enacted. They expressly 
state their view that notwithstanding the attack on dis- 
cretionary settlements in the Finance Act 1969, such 
settlements still offer scope for tax planning. Nevertheless, 
the new legislation has made obsolete some sections of the 
book and the editors have taken the opportunity to reduce 
its bulk. | ; 

The precedents have been reduced in number from 58 to 
sr. One which could well have been dropped is that 
declaring a trust of a policy before it was effected, for the 
purposes of avoiding aggregation. As the notes to the 
precedent say, aggregation can no longer be avoided in this 
way. 

On the other hand, the exposition of section 34 of the 
Finance Act 1959 might usefully be expanded. An attractive 
aspect of this edition is a stimulating preface with an amusing 
extract from an article written in 1820 by Sydney Smith. 


Work Study in the Office ` 


Fourth edition by Harry P. CEMACH, F.C.A., F.I.L., F.1.0.M., 
F.I. W.S.P., M.I.M.C. 


Maclaren, 555. l 


Now in its fourth edition, this book has achieved wide 
recognition as an acknowledged authority on work study 
practice in the office since it was first published in 1958. At 
that time the application of work study methods to office 
routines was still comparatively rare, although their use in 
the production workshop had long since been accepted as a 
routine technique, and it is a measure of the author’s 
success with this book that it has played an important part 
in bringing about this change in attitude. 

Starting with a discussion on the scope for-work study 
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methods in the office, the author methodically deals with 
every aspect from method study and work measurement to 
financial incentive schemes for the office worker. 

Accountants who are concerned with maximizing the 
efficiency of their office procedures will find this book to be 
an invaluable guide. 


Taxes and Duties in the Common Market 
by RuDOLPH REGUL 
Nomos Verlagsgesellschaft, Baden-Baden. 


This monumental work in the German language is pub- 
lished in four volumes in loose-leaf form with a highly 
ingenious binder. Its title in German is ‘Steuern und 
Zolle im Gemeinsamen Markt’. The work is divided into 
"five parts. The first part gives the basis of the Common 
. Market with the text of the Treaty. The second part deals 
with the activity of the Common Market, in particular the 
Customs Union. The third and fourth parts deal with 
taxes and duties respectively, while the fifth part deals with 
dcuble tax treaties. The work is kept up to date by a service 
of loose leaves for insertion. 
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RECENT PUBLICATIONS 


PRODUCTIVITY BARGAINING: A Practica GUIDE, by R. K. 
Fleeman and A. G. Thompson. v-4-140 pp. 84x 54. 
Butterworths, £1 125. 

CREATIVE SYSTEMS DESIGN, by Derek Rogers. 162 pp. 8X 5. 
Anbar Publications, 40s. 

ACTUARIES AND FINANCIAL PLANNING, edited by the Com- 
mittee of the Institute of Actuaries Students’ Society. 
vii4- 149 pp. 9 X 54. Butterworths, £1 ros. 

INFORMATION FOR DECISION MAKING: QUANTITATIVE AND 

BEHAVIORAL DIMENSIONS, edited by Alfred Rappaport. 
Xi4-447 pp. 9$ X 63. Prentice-Hall, 80s. 

THE PHILOSOPHY OF THE CORPORATE Tax, by Séan Réamonn. 
xi+-276 pp. 9X6. Institute of Public Administration, 75s. 

HANDBOOK ON THE CONSOLIDATED 'lAxEs ACTS 1970. xi-+ 
768+ 58 (index) pp. ro x 6. Butterworths, paperback 755. 

INTRODUCTION TO THE THEORY AND CONTEXT OF ACCOUNTING, 
second edition by Roy Sidebotham. ix-+-212 pp. 74X5. 
Pergamon, hardcover 405, flexi-cover 30s. 

ELEMENTS OF INSURANCE, by D. S. Hansell, r.c.r.. M. & E. 
Handbook Series. xvi4-288 pp. 7 X 5. Macdonald & Evans, 
paperback 14s. 


These books may be obtained from, or through, Gee & Co 
(Publishers) Ltd, The City Library, 151 Strand, London 
WC2R 1JJ. 


Virtue of Prompt Reporting 


HIS column apologizes to Honeywell Inc. £or only now 

drawing attention to and making a ‘reprint’ from the 
company’s 1969 accounts. The apology is due because the 
Honeywell report — all 46 pages of it, including the accounts 
to December 31st, 1969 — was dated February 13th this 
year, which for an organization of such size is prompt 
. accounting. But then, if a computer company cannot 
account promptly what company can? 

The first impression that the reader of the Honeywell 
report and accounts gets is of simplicity and the absence 
of some of the fussy information that the 1967 Companies 
Act, in particular, inflicted on British companies and their 
shareholders. Possibly it may be argued that as a sample of 
American company account presentation Honeywell has 
gone to the extreme of simplification — the almost off- 
hand treatment of depreciation for example. 

It is far more important, of course, that company 
accounts should be presented promptly, accurately and 
simply than they should be presented in intricate detail 
tut on an ill-defined basis and late. The current almost 
parrot-like demand for ‘more information’ in British 
company accounts does not acknowledge the real need 
which is for more accurate information based on commonly 
accepted accounting principles. 


Amalgam 


Basically, of course, this is the company accounting 
problem. Because company law has developed slowly — 
with Companies Acts every 20 years — company accounting 


and the presentation of company accounts has become an. 


amalgain of law, practice, example, suggestion, counter- 
suggestion and outdated and updated views. This, ad- 
mittedly, is the very subject on which the profession is 
currently working. 

But while this accountancy amalgam persists, British 
company accounts to cover all thoughts and creeds as well 
as the law and the requirements of the London Stock 
Exchange (the latter two can be in conflict at times) have 
to be intensively detailed. The notes to the accounts over- 
flow into pages of small print. Were there entirely accepted 
rules and regulations and were company accounts to be 
presented on entirely accepted lines, then all the pages of 
small print could be dispensed with and a fair amount of 
cost saved. 

This admittedly is foreseeing something of a Utopia in 
company accounting and reporting but since Utopia is the 
aim of all men, Utopian accounting should be the aim of 
the accountancy profession. At present the move towards 
Utopia is pressing on but too many people are using too 
many different routes. | 


Sales and earnings 


Getting back to Honeywell, the inclusion in our reprint 
of ‘Financial highlights’ and “Worldwide sales by major 
product lines' gives a précis of the operations of the group 
over the past two. years and the extent to which the group 
is concerned with ‘Aerospace and Defense’ contracts. 
Opposite the financial highlights and worldwide sales 
tables in the report are six pictures of the Apollo lunar 
module redocking with the command module at the climax 
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of the first landing on the moon on July 2oth last year. 
Honeywell provided stabilization and control systems for 
the command module, cockpit instrumentation for the lunar 
module and fuel probes on the second stage of the Saturn V 
space vehicle. 

Over the group as a whole, earnings clearly grew at a 
much faster rate than.sales and the board's statement with 
the accounts makes the point that ‘profit margins are now 
approaching the company average'. 

With high backlogs and increased rental income, growth 
in volume and profitability is expected to continue during 
the current year which began with record orders in hand 
in every area of the business except aerospace and defence. 
As will be seen from the sales breakdown, aerospace and 
defence accounted for 34 per cent of total sales last year as 
against 37 per cent in 1968, with the gain coming largely 
from computers and communications. 


Percentages 


But sales up by 11:3 per cent and net income up by 23:6 
per cent meant that income, before taxes, as a percentage 
of sales was 9:2 per cent against 8:3 per cent in 1968. In- 
come tax provisions, as a percentage of pre-tax income, 
were 52:5 per cent — substantially the same as 1968 — and a 
further tax comment in the report is that 'the investment 
tax credit in 1969 amounted to only $1,031,000 as com- 
pared with $1,811,000 in 1968. This reduction was approxi- 
mately offset by a modest decline in the effective tax rates 
for foreign operations'. 

The massive investment in plant expansion, tooling and 
equipment will be noted in the. ‘Financial highlights’. 
Against investment of close on $196:7 million, cash flow 
totalled $146 million. 

Honeywell continued to finance its domestic operations 
by seeking portions of future rentals arising from computer 
transactions to Honeywell Finance Inc. This is normal 
Honeywell practice and it was extended last year by the 
establishment of a non-consolidated finance company in 
Canada — Honeywell Holdings Ltd-— which operates in 
substantially the same way. 

At the year-end over $109:6 million of future rental 
income had been sold to these non-consolidated subsidiaries. 


Finances 


Use of the finance companies enables Honeywell to finance 
lease contracts by borrowing against future rental receiv- 
ables on an 'appropriately leveraged basis'. T'he trans- 
actions with the finance companies have no effect on 
Honeywell's own income statements. 

In order to provide a larger borrowing base, the company 
increased its investment in Honeywell Finance Inc. by 
$10 million during 1969. Concurrently, arrangements were 
made to increase its short-term lines of credit to Zoo 
million. The combined balance sheet of the finance com- 
panies is included in the Honeywell report and in our 
reprint. 

Honeywell finances its overseas operations largely by 
short-term borrowings of foreign currencies. At the end of 
last year those borrowings stood at $80-8 million against 
$52°2 million at the end of 1968. Temporary investments of 
$47:1 million backed up this short-term debt and repre- 
sented a portion of the proceeds of long-term funds borrow- 
ing in Europe by the company in the last four years. Last 
year, a 15-year 52 per cent bond issue was successfully 
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FINANCIAL HIGHLIGHTS 


1969 1968 
Sales, service and rental income........................... $1,425,993,204 $1,281,299,990 
Income before income taxes .............. EE 131,522,426 107,164,560 
Provision for income taxes.,,............................... 69,041,000 56,620,000 
Met income quies Eege Eug RT RERYRA RARE EE Krk VAN TOUR 62,481,426 50,544,560 
Net income per share (based on average number 
of shares outstanding) E $4.15 $3.41 
Income before taxes as a percent of sales............... 9.295 8.395 
Net income as a percent of sales.......... cesses 4,495 3.9% 
Dividends paid per share of common stock............ $1.174 $1.10 
Average number of common shares outstanding...... 15,042,223 14,719,311 
Additions to property, plant and equipment......... $ 196,677,974 $ 138,322,266 
Depreciation and amortization ENN 83,476,286 68,734,814 
Number of employees.....cc.sscccscrssesevencseeencenanenss 81,520 74,483 
Floor space used (sq. ft.) .cccresccessvesnacseneerscccssevess 16,275,000 . 14,943,000 





WORLDWIDE SALES BY MAJOR PRODUCT LINES 


The contribution to 1969 sales of each major product line an a worldwide 
basis is shown [below] compared with the previous year: 














1969 1968 
% of % of 
Amount Total Amount Total 
(Dollars in millions) 
Automation Systems and Controls for 
Homes and Buildings ..................... $ 329 23% $ 292 23% 
Automation Systems and : 
Controls for Industry ..................... 239 17 227 18 
Aerospace and Defense ................ 482 34 478 37 
Computers and Communications ...... 351 24 265 21 
Photographic Producrs, 25 2 19 1 
TOTAL” sen Reb p Rr o X $1,426 100% $1,281 100% 


SOURCE OF FUNDS 1969 1968 
$ 62,481,426 $ 50,544,560 
83,476,286 — 68,734,814 
6,200,000 9,408,000 
66,660,090 — 13,656,268 
23,827,210 1,710,207 


242,645,012 144,053,849 
35,459,000 35,638,000 


278,104,012 179,691,849 


Net income 

Depreciation and amortization 
Income taxes deferred—net 
Deferred rental income 

Stock options exercised 


APPLICATION OF FUNDS 


Expenditure for plant and equipment 
Retirement of long-term debt 
Dividends paid 

Investment in non-consolidated finance 
subsidiaries 


196,677,974 
10,150,000 
17,670,388 


138,322,266 
7,043,000 
16,546,177 


11,574,304 582,445 
4,703,594 2,234,649 


240,776,260 164,728,537 
Net increase in working capital during the year $ 37,327,752 $ 14,963,312 


— eee ee 
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placed on the Swiss capital market for 60 million Swiss frs. 
($3:88 million). 

Honeywell shares were listed on a number of the Swiss 
stock-markets last year and the directors say "we intend to 
make application for similar listing on other European 
Stock Exchanges as one measure to encourage more inter- 
national ownership of the company’. 


in accordance 


The matter of Honeywells relations with the United 
States Government in defence contracts keeps cropping 
up at various points in tbe report. Note 9 to the financial 
stetements concerns the settlement of contrzcts and makes 
the point that the company does not expect to have to make 
any refunds of profits for 1968 and 1969. In their report 
the auditors state that it was 'not practicable to confirm 
receivables from the United States Government’. 

In their auditors’ report, Haskins & Sells state that 
their examinations were made ‘in accordance with generally 
accepted auditing standards’ and that the results of the 
company’s operations for the year and the financial position 
as shown in the accounts are stated ‘in conformity with 
generally accepted accounting principles applied on a basis 
consistent with that of the preceding year’. 

When the auditors of British companies can make such 
statements in their reports on the basis of accepted account- 
ing principles which are less arguable and less contentious 
than they are at present, accountancy and auditing life will 
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be a lot easier in that one respect. But, inevitably, there will 
no doubt be plenty of other new problems in place of the 
old. 


Too Valuable 


HEN properties become more valuable as properties 

in their own right than as the means of housing 
assets earning profits, then clearly the owners of the pro- 
perties have cause to ponder. The directors of Martin 
Walter Ltd, states Mr A D. Tapley, the chairman of the 
company, in his annual review, have for some time been 
increasingly concerned about the low return the company 
has been obtaining on its large investment in the retail 
motor trade and the problem has been made more apparent 
by the steady rise in the values of freehold and leasehold 
properties around which the company's franchise activities | 
are centred. 

A recent professional valuation of properties amounts to 
£2,147,000, of which £1,387,000 is in respect of franchise 
business properties and {£760,000 for manufacturing pre- 
mises. Over the last 60 years, garage and repair shops have 
been developed on sites in town centres. Property values 
have increased to the extent that these premises are now 
too valuable for their current use, so making the return on 
investment in the retail motor trade ‘totally inadequate’. 

The decision has been taken therefore to sell certain 
properties some of which, in any event, are considered not 





BALANCE SHEET 


Honeywell Inc. and Consolidated Subsidiaries December 31, 196? and 
1968 








ASSETS 1969 1968 

Current Assets 

utl. ee Eege $ 19,896,225 $10,912,374 

Time daposlEs-—. 11. eese co devo Eae Era o EE EN FER ERA S a iran R a 47,095,000 56,314,000 

Receivables (less allowance for doubtful accounts, 

1969, $2,623,000; 1968, $1,739,000) ..................... 270,576,179 216,124,304 

Receivable from non-consolidated finance 

SübSšidiaPIë$ "AE eege Ee e NEE EE 14,210,301 25,397,378 
' Inventories — at lower of cost, on a first-ín, 

first-out basis, or market (less progress billings 

on uncompleted contracts, 1969, $55,079,204; 

196E...$63,460,059) WE 294,229,447 232,122,724 

Total current assets........................ I seas pus EE 646,009,152 540,870,780 

Investment in and advances to non- 

consolidated finance subsidiaries .................. 27,222,602 15,648,298 

Property, Plant and Equipment 

At cost less accumulated depreciation and 

amortization, 1969, $237,290,580; 1968 

$1985.196.5 EE 516,104,581 402,902,893 

Trademarks and Goodwill.............................. 7,646,555 8,788,465 

Deferred Charges and Other Assets............... 25,028,333 19,188,001 

pr. cene cep MOTEL TREE $1,222,011,223  $987,398,437 


See accompanying Notes to Financial Statements (Pages [856]). 


LIABILITIES 1969 1968 
Current Liabilities 

Accounts payable ............................ a... URGE EN GI Rd $ 92,469,360 $ 77,025,622 
Notes: payab[8@: (edit 80,746,000 52,193,750 
Accrued liabilities other chan income taxes............ 55,856,909 50,398,936 
Income axes EE 66,155,030 47,798,371 
Total current liabilities EEN 295,227,299 227,416,679 
Long-Term Debt ENNEN Zo sapa 271,510,000 250,070,000 
Deferred Income Taxes 51,525,000 45,325,000 
Deferred Rental [Income........................ eee 109,633,555 42,973,465 
Stockholders' Equity 

Preference stock — (authorized, 750,000 shares 

of $100 par value each; outstanding, none)............ 

Common stock — $1.50 par value each 

(authorized, 20,000,000 shares; outstanding, 1969, 

15,237,508 shares; 1968, 14,868,978 shares)............ 22,856,262 22,303,467 
Additional paid-in capital ................................. 131,500,358 404,362,115 
Retained earnings (1969, $128,551,744 unrestricted 

under long-term debt agreements) ..................... 339,758,749 294,947,711 
Total stockholders’ equity ................................. 494,115,369 421 ,613,293 
gv HE $1,222,011,223  1987,398,437 
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now ideally situated for the company's purpose and to 
replace them with modern purpose-built premises on a 
leased or leasehold basis. The intention is to use the capital 
realized to add to the group's manufacturing activities. 


Out of balance 


The Martin Walter report contains the nione informa- 
tion on the relation of turnover and profits to the motor 
franchise and manufacturing operations: 





Turnover Profits 
ooo Y&% £000 vA 
Motor Franchises 6,024. 73 , 29 II 
Manufacturing 2,231 27 238 89 
8,255 100 267 IOO 
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Clearly, motor franchise with 73 per cent of the turnover 
and only rz per cent of the profit is out of balance even 
though, as the chairman points out, the high percentage | 
profit contribution by the manufacturing divisions last 
year was abnormal, being accentuated by the even greater 
difficulties experienced in the franchise operations. How- 
ever, over the years manufacturing has steadily given the 
group a much larger return on capital employed than retail 
motor trading and has always made the major contribution 
to overall profits. 

Manufacturing in Martin Walter's case is the production 
of ‘Dormobiles’ on Bedford chassis, the production of 
heavy commercial vehicle bodies and also of Dormobile 
trailers. Over the group as a whole in 1969, turnover was 
marginally lower at (8:26 million against £8-45 million 


but pre-tax profits were down from £439,258 to £252,969, 


with dividend cut from 25 per cent to 15 per cent. 





SUMMARY OF INCOME 
Honeywell Inc. and Consolidated Subsidiaries for The Years Ended 
December 31, 1969 and 1968 


1969 1968 


Sales and Other Income 
EE $1,425,993,204 $1,281,299,990 


Sales, service and rental income. 


Other income (less miscellaneous income charges)... 9,106,766 6,827,706 


1,435,099,970 — 1,288,127,696 


Cost of Goods Sold and Other Expenses 


including depreciation and amortization — 1969, 
$83,476,286; 1968, $68,734,814 


Cost of goods sold ..................... ———n 984,761,225 920,968,833 
Selling, general and administrative expenses ..... gece 300,512,091 246,114,733 
EEN 13,879,570 


18,304,228 


— a ae ea ea R 


1,303,577,544 1,180,963,136 


income Before Income Taxes ........................ 








134,522,426 107,164,560 
Provision for Federal, State and 
Foreign Income Taxen... NEEN 69,041,000 56,620,000 
Net Ineomg aaa... EE $ 62,481,426 $ 50,544,560 
Net Income Par Share (based on average 
number of shares outstanding) ....... eessen $4.15 $3.41 


See accompanying Notes to Financial Statements (Pages [856]). 





SUMMARY OF RETAINED EARNINGS 


Honeywell inc. and Consolidated Subsidiaries For the Years Ended 
December 31, 1969 and 1968 


1968 


1969 
Retained Earnings 
Balance, January ENEE uae eren odd dax Seu $294,947,711 ` $260,949,328 
Netincome gege 62,481,426 50,544,560 
EE 357,429,137 311,493,888 
Dividends 
Preference — 3% convertible ......... i ee 340,249 
Common — 1969, $1.174 per share; 
1968, $1.10 per share ................. Ra ege uda cves 17,670, 16,205,928 
"Total Soccer ee esdxspasve kde 02 Covad ANE Cuna EE REN 17,670,388 16,546,177 


$339,758,749 — $294,947,711 








NON-CONSOLIDATED FINANCE SUBSIDIARIES ` 
Combined Balance Sheet/December 31, 1969 and 1968 


1969 1968 


ASSETS 


Cash $ 1,000,938 
Receivables (less allowance for losses, 
1969, $5,728,937; 1968, $2,695,296) ... 117,519,088 


Other assets 


$ 118,528 
51,264,824 
128,417 


$118,520,026 


aww 


LIABILITIES 
` Notes payable ANN NNN " 


` $. 9,870,000 
25,397,378 
596,093 
7,500,000 
8,148,298 


$51,511,769 


£ mga 


$.75,241,000 
14,210,301 
1,846,123 
17,500,000 
9,722,602 
$118,520,026 


Due to Honeywell Inc, 
Other liabilities 
Subordinated debt due Honeywell Inc. 


Stockholder's equity NN 


-  ' TH 
June 4th, 1970 


Barclay Securities 


T beginnings of an industrial holding group con- 
glomerate; or whatever the description of the moment 
Lappens to be, are always intriguing to. watch. Barclay 
Securities Ltd is currently in such development throes and, 
with Slater Walker acting as bankers and Lolding a slice of 
the equity, Barclay Securities 1s worth watching closely. 

. Barclay, to quote the chairman, Mr J. R: Bentley, ‘is a 
management-oriented industrial group with a financial 
and investment viewpoint. New management with new 
end sometimes revolutionary ideas is being constantly 
brought into Oe group and a great deal of stress is laid on 
marketing which has been neglected in the past by our 
constituent companies’. These companies cover pharma- 
ceutical distribution, general wholesaling, ewellery whole- 
saling and retailing, outdoor advertising ard toys. 


1945/1969 HONEYWELL RECORD OF OPERATIONS 
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The aim is to ‘invest mainly in the fields of service and 
leisure as it is considered that these offer above average 
growth potential in the 1970s'. It is intended 'to expand 
rapidly to a size necessary to obtain the maximum adyan- 
tages of rationalization' and, Mr Bentley says, 'by operating 


-on several fronts. in the service and leisure fields we are 


able to expand or consolidate with timing that 1s suitable 


. to us, and not forced on us by events’. 


This policy the chairman tells shareholders ‘not only 
gives us a large list of variable acquisition choices at any 
given time but also makes it possible to continue successfully 


_in say two or three sectors even if we decided completely 


to disinvest ourselves of our interests in an area where 
growth is not possible at the rate we expect. Some smaller 
acquisitions will be made occasionally in order to use these 
as a base to investigate an industry in which we are 
interested’, 
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Stock- Number 
income Per holders’ of 
Common Dividend Equity Employees 
Share, Per Share ` (Millions) (At Year End) 











$ 23.2 8,268 
46.3 16,070 
107.9 25,608 
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36,216 
39,872 
45,076 
47,714 
48,585 


. 50,768 





64,148 
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For sns Net 
Year (Millions) | (Millions) Mie) 
1945 | $ BA $ 3.4 
1950 109.3 
1955 
ú 1959 
1960 
“4961 
1962 
1963 
x 1964 
1965 735.0 
n 914.4 
1967 4,044.9 
1968 4,281.3 
1969 ies 





69,248 


74,483 


81,520 


NOTE: Per share data, which is computed on the basis of the average number of shares outstanding beginning with the year 1966 and on the basis of shares 


outstanding at year-end for prior years, is adjusted to reflect all stock splits. 
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HONEYWELL INC. 


NOTES TO FINANCIAL STATEMENTS 


1. Basis of Consolidation 


The financial statements include the accounts of Honeywell inc. and all significant 
majority-owned subsidiaries, except non-consolidated finance subsidiaries whose 
combined balance sheet is on page [854]. 


The Company has adjusted its investment in non-consolidated finance subsidiaries 
to reflect the accumulated earnings of the subsidiaries. The income before taxes of 
non-consolidated finance subsidiaries, which is derived substantially from the 
Company, has been offset against interest expense in the summary of income. 
Related income taxes are included in the provision for Federal, state and foreign 
income taxes. 


2. Property, Plant and Equipment 





1969 1968 

band tee ee $ 10,578,768 $ 9,033,776 
Buildings and improvements ........... c eene 104,602,449 87,719,184 
Machinery and equipment NN 204,838,263 165,483,236 
Equipment for lease to customers...... Ee 418,505,652 324,318,115 
Construction in progress ................................. 14,870,029 4,545,166 

753,395,161 591,099,477 
Less accumulated depreciation and amortization...... 237,290,580 188,196,584 
Property, plant and equipment—net .................. $516,104,581 — $402,902,893 


ant 





Depreciation expense is computed principally using the straight-line method. 


3. Long-Term Debt 





Honeywell ine.: 1969 1968 
Debentures: 
3.35% due 1971 to 1972 .............................. $ 6,810,000 $ 8,277,000 
495 due 1971 to 1976 NN edd 11,811,000 13,744,000 
44945 due 1971 to 1986 ................................. 19,411,060 20,731,000 
41%, due 1971 to 1988 ................................. 25,500,000 27,710,000 
5.60925 due 1974 to 1992 ,............................. 60,090,000 60,000,000 
Notes: 
54% due 1971 to 1978_......................... ........ 925,000 1,040,000 
4.55% due 1971 to 1990 _.............................. 50,000,000 50,000,000 
Subsidiaries: ........ Tr NV T EE 
Notes 64% due 1971 ...... EE 15,000,000 15,000,000 
Debentures 624 due:1971 to 1981..................... 13,625,000 14,330,000 
Convertible Debentures 5% due 1983........ E 26,131,000 30,000,000 
Bonds 532% due 1984 ..... ge 13,722,000 
QOther............... EECH een 28,575,000 9,238,000 
TOTAL: (evi e E vEV E San DUKE EE $271,510,000 — $250,070,000 








The 5% Convertible Debentures are convertible at principal amount into shares of 
Common Stock of the Company at any time, at the option of the holder, at a price 
of $103.25 per share. During 1969, $3,869,000 of Convertible Debentures were 
converted into 37,436 shares of Common Stock. The difference between the par 
value of the converted debentures and the Common Stock issued upon conversion 
totalling $3,807,674 was credited to Additional Paid-in Capital, The Company has 
reserved 253,121 shares for possible conversion of the Convertible Debentures 
outstanding at December 31, 1969. o I 


Substantially all the long-term debt may be redeemed prior to maturity at the option 
of che Company at redemption prices up to 105% of the principal amount. 


Annual sinking fund, maturity, and prepayment requirements for the next five years 
on long-term debt outstanding at December 31, 1969 are as follows: 


1970 (Included in Current Liabilities) ..................... TM $ 4,848,000 
1971 ....... ———————————— ———NU— 21,246,000 
LE Seed DE 13,238,000 
1973 ae me — Ó— M— ES GENEE 27,083,000 
IL Mc ————— m 9,145,000 
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4. Stock Options 


Under the stock option plans for officers and key employees of the Company and 
its subsidiaries, options to purchase Common Stock have been granted at 95% 
through April 30, 1964, and 100% thereafter, of the market price of the Common 
Stock at time of granting. There were outstanding at December 31, 1969 options 
covering 106,416 shares; options covering 1,345 shares were granted during 1969; 
65,658 shares were issued during 1969 upon exercise of options; options on 3,220 
shares were cancelled; and at December 31, 1969 there remained 99,535 shares 
available for granting of options. š 


Under the Company's employee stock option plan, options have been granted to 
eligible employees of the Company and certain wholly-owned subsidiaries to 
purchase Common Stock at the lower of 90% of the market price of the Common 
Stock at time of granting or at che time options are exercised. During 1969, 265,436 
shares were issued upon exercise of options. At December 31, 1969 there were 
434,564 shares reserved for this plan. 


The excess of consideration received over the par value of Common Stock issued 
upon exercise of stock options, which amounted to $23,330,569, was credited to 
Additional Paid-in Capital. 


5, Accounting Practice 


Leases to customers for computer systems are accounted for as operating leases, 
and the rentals under such leases are included in sales, service and rental income as 
earned over the term of the lease. Future rentals sold to non-consolidated finance 
subsidiaries as described in the financial review section of this report (page 9 [Not 
reproduced]), have been credited to Deferred Rental Income and will be included in 
sales, service and rental income in accordance with the above method. 


6. Leased Property 


Minimum annual rental costs under noncancellable leases amounted to approxi- 
mately $10,600,000 for leases outstanding at December 31, 1969 with initial lease 
periods ranging from three to thirty years. The Company also has substantial rental 
commitments arising from the leaseback of computer systems sold to financial 
organizations; however, these costs are covered by rental income under subleases 
with customers. 


7. Pension and Retirement Plans 


The Company provides pension plans for both salaried and hourly-rated employees, 
financed solely by Company contributions. Contributions, which are equivalent to 

the provisions for pension costs, are transferred to a trustee who disburses benefits 

earned under the terms of these plans from trust funds so accumulated. During 1969 

certain actuarial changes were made and in addition some benefits were increased. 

The result of these changes did not materially affect costs for the current year. 

Pension costs for the years 1969 and 1968, including amortization of prior-service’ 
costs on a thirty-year basis, were $14,250,000 and $14,200,000 respectively. The 

Company, under terms of the plans, may alter, suspend or discontinue the plans at 

any time. 


All major subsidiaries of the Company provide pension plans for emplovees on terms 
consistent with practices in the country of operation. The cost of such plans approxi- 
mated $2,360,000 and $1,900,000 in 1969 and 1968, respectively. ` 


B. Income Taxes 


The Company and its subsidiaries have made provision for deferred income taxes of 
$6,200,000 and $9,383,000 in 1969 and 1968, respectively, arising principally from 
deductions for tax purposes relating to depreciation expense and research and 
development costs related co computer systems which exceed the amounts recorded 
in the accounts. 


The provision for income taxes has been reduced for the investment credit by 
$1,031,000 and $1,811,000 in 1969 and 1968, respectively. 


9. Renegotiation 


The Company has substantial United States Government contracts and subcontracts, 
the profits on which are subject to renegotiation. Final settlements have been made 
for all years prior to 1968. The Company does not anticipate that any refunds wil] 
have to be made for 1968 and 1969, 


10. Litigation 


The Company is involved in litigation relative to a computer patent held by a sub- 
sidiary of Sperry Rand Corporation. While the Company's management believes that 
the issues involved are of great importance, it is expected the matter will be resolved 
without a materially adverse effect on the Company. 





HASKINS & SELLS 
Certified Public Accountants 


Northwestern Bank Building e Minneapolis 


To the Stockholders of Honeywell Inc.: 


We have examined the balance sheet of Honeywell Inc. and consolidated subsidiaries as of December 31, 1969 and the related summaries 
of income and retained earnings for the year then ended. We have also examined the combined balance sheet of the Company's non-con- 
solidated finance subsidiaries. Our examinations were made in accordance with generally accepted auditing standards, and accordingly 
included such tests of the accounting records and such other auditing procedures as we considered necessary in the circumstances; it was 
not practicable to confirm receivables from the United States Government but we carried out other auditing procedures with respect to 


such receivables. 


In our opinion, the accompanying financial statements present fairly the financial position of Honeywell Inc. and consolidated subsidiaries at 
December 31, 1969 and the results of their operations for the year then ended and the financial position of the Company's non-consolidated 
finance subsidiaries at December 31, 1969, in conformity with generally accepted accounting principles applied on a basis consistent with that 


of the preceding year. 


February 13, 1970 


HASKINS & SELLS 
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. PENSION PLAN 


FOR THE 


SELF-EMPLOYED 


EVERY POUND INVESTED IS mo FREED OF INCOME TAX AND SURTAX 


EVERY POUND EARNED IS FREE OF INCOME TAX AND CAPITAL GAINS TAX 


4 





- See what these valuable tax concessions can mean. For those who pay income tax at the 


standard rate, every £100 invested in the Nelex Pension Plan will cost only £67.18.4 
after tax relief. For surtax-payers the allowance will be at the highest rate payable on 


earned i income. £100 invested could cost as little as £8.15.0: after tax relie. What i is 


more, the pension can qualify for earned 1 income relief. 


- The controlling director, partner, ora self-employed person who . 3 examples of the 


-— 


. saved. for a. retirement annuity. But that is not all. Pension 


` wishes to make provision for a realistic retirement income is in Nelex Pension Plan in action: 
a specially favoured position. Tax-relief is allowable at the Subscriber ‘A’ pays income tax at the ’ 


. Š ; standard rate. He joins the Plan at age 
highest rate payable on earned income in respect of every pound — 40 and contributes £200 per annum 
over a 25-year term. ` 
Net premiums after tax relief, .£3,396 


Funds set up in accordance with the provisions of the Finance eee life pension GES e 
tuu. wo oT TEDEDO LL VI CURT ERAS p 


Act 1956 are totally exempt from income tax, capital gains tax Total benefit after 5 years.....£7,865 -— 


and corporation tax. The Nelex Pension Plan is designed to, — ———— 
E : NNUS "hai Subscriber ‘B’ pays surtax and in- 
maximise these important advantages. It puts contributions Cone taxat 12s. 9d. inthe £. He Jons 


into first-class high-yielding securities and re-invests the half- ` the plan at age 50 and contributes the , 


1 1 : f £750 a 
yearly income. The end-results of this strategy, based on con- pueris EE 


servative estimates, reflects what is undoubtedly one of the most Net premiums after tax relief. .£4,079 
Estimated life pension commencing at 


n 


| lucrative forms of saving available today. MUN , Qge CE ER £2,117 pia. 


The Nelex Pension Plan guarantees 
standard rate. He joins the plan at age 


` : ¿5 : , 
for a man of 65 a life pension equal THE | Subscriber °C’ pays income tax at the 


to at least 10% per annum on the 


realisation value of all accredited. tributions of £100 (the minimum 
Nelex Units, and payable for five premium under the plan). 

years irrespective of survival. The Net premiums after tax relief. . . £340 
above examples assume an annual Estimated life pension commencing at 


ee PENSION PLAN Oe 5 years’ 62275 


_As an alternative, an equity-linked | , - NOTE: These examples show gross 
life pension may be taken which 2 ` estimated benefits. Pensions are tax- 
could provide a hedge against able as earned income. 


inflation during retirement. 3 | 

: | Further details will be sent to you on request to: 

N.E.L. PENSIONS LTD., MILTON COURT, 
DORKING, SURREY. Telephone: Dorking 5911 


35 but discontinues after 5 yearly con-, 


^ 
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With the recent opening of its 100th 
branch (at Halesowen) the building society 





Directors of family businesses should consider with the ‘personal touch’ reached another 
the advantages of selling a minority holding of ‘notable landmark. 
- ordinary shares in their company to the Norwich, . 
East Anglia and General Trust Limited, a first. . , We've been i m business for more than 
class institutional investor. a century and now we can boast more than 
(Minimum transaction £15,000). ` a one hundred branches throughout the 
T Ga | United Kingdom. | 
Cash arising from such an operation may be required l 
for a variety of important applications. For example Wherever we operate, we do our utmost 
Directors may wish to carry out a planned diversifica- | to help and advise people on’ financial 
tion of their investments; finance may be needed to matters. It's service of this kind — personal 
meet Estate Duty ; or fünds may be necessary for future and friendly — that has made us one of the . 
business expansion, without which the growth of the Jargest building societies in the land. 


Company might be seriously retarded. When selling 


NE LAS t that way. 
an equity interest to the Trust existing management We aim to keep i it that way. 


.| retains complete control of the Company’s affairs. .| ^ © After all, with well over a hundred years 
] Both the Norwich Union Life Insurancé Society ` behind us and more than a hundred 
and Kleinwort, Benson Ltd., merchant bankers, who branchestoourcredit, we think the‘personal 


have together established the Trust,. are large and. 
highly progressive financial institutions. 

Directors of private companies may be assured that 
an approach to the Trust within the scope of its 


operations will receive careful consideration. Leek and Westbourne 


BUILDING SOCIETY (FOUNDED 1856) 
Member of The Building Societies Association 


touch’ formula for success must be right! 


| Write for further information and explanatory booklet to — 


G. Mills, .. M. C. Devas, 

Investment Manager, Kleinwort, Benson Limited, : Chief E A 5 E r Staffs. 

Norwich Union Life fe 20 Fenchur ch Street, . London Dead Office: Westbourne House Edu. I 
Insurance Society, - LONDON, EC: - Grove, W.2. Tel: O1- 229 2440 (6 lines) 

P.O. Box 4 l Principal City Offices: 

NORWICH, NOR 88A š SE Š London: 7, 9, 11, Moorgate, E.C. 2. Tel: 01-600 977 TP 


SC | 60; Kingsway, W. C.2. Tel: 01-405,1781/2 

- | . 46, Baker Street, W.1. Tel: 01-486 0417 
: 130, Edgware Road, W.2. Tel: 01-723 5211 
Nor ich E st An li a i Manchester: 70/72, Cross Street. Tel: 061-834 3664/5 

: : J a g Liverpool: 8, Dale Street. Tel: 051-236 5038 

hoc Edinburgh: 55. George Street. Tel: 031.225 3321 

I & General Trust Lid i Glasgow: 142a, St. Vincent Street. Tel: 041-221 2240 
| ' " | | Belfast: 43, Arthur Street, Tel: 41639 





Birmingham: 13, Bennetts Hill. Tel: 021-643 3088/9 
Branches and. Agencies throughout the United Kingdom 
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CITY NOTES 


OW virtually tied to Wall Street, the London stock- 
market is being towed wherever the American market 
takes it. The towage is determined by the fickle factor of 
confidence which means the way people look differently at 
unchanged factors in relation to the pitch of security 
values. 
And if the confidence factor can change so quickly one 
way, it can presumably change back again just as quickly. 
When due note is made of the amalgam of other influences 
in the US stock-market — acute liquidity shortage and 
economic, particularly inflationary, doubts — few people 
are prepared to forecast the short-term movement of Wall 
Street. ' 

It follows that the same reluctance must apply to the 
London market where the British General Election is 
another particular influence. The fever of the rally, how- 
ever, gave rise to little hope that the improvement would 
prove lasting. 


* Ku * * 


T the time of writing it seems that major and respected 
British, American and European comme:cial banks are 
preparing to move in to the salvage operation concerning 
Investors Overseas Services. The 'King' operation was a 
misguided attempt at rescue because of the existing 
connections between the King Resources and IOS organiz- 
ations. There was never any likelihood that the necessary 
Securities Exchange Commission consents would be 
obtained. f 
If British, American and European comrnercial banks 


are successful in refinancing and reorganizinz IOS to the 


satisfaction of the financial world as a who.e, then con- 


fidence should be restored. But it will almost certainly be a 
very different IOS in terms of its operations and its tech- 
niques. The brash promotion days are over. 


d * * š 


ECTIC activity was seen in the London foreign 

exchange market early in the week following the 
Canadian Government's decision to let the Canadian 
dollar float. At one time the Canadian dollar was standing 
at par against the US dollar. Initially, against sterling, the 
Canadian dollar was 14:5 cents dearer at 2:4340. Sterling 
suffered in the backwash of the Canadian dollar’s strength, 
and against the.US dollar sterling eased from just above 
the parity at 2-4015 to just below at 2-3994. 


* ZS Kä ¥ 


ITHD RAWAL of Mr Joe Hyman from the board of 

Viyella International was made the subject of a Press 
conference at Imperial Chemical Industries’ Millbank 
headquarters this week. Last December, when the ICI 
bid first brewed, it was announced that Mr Hyman ceased 
to hold the chairmanship and all executive offices within 
the Viyella group, although he remained on the board. 

Sir Peter Allen, ICI’s chairman, this week put ICI’s view 
that now was the appropriate time for Mr Hyman to 
‘relinquish his responsibilities and withdraw from the 
board’. Sir Peter paid tribute to Mr Hyman’s ‘vision and 
skill’ with which over the years he had created and brought 
to its present high level of performance one of ‘Britain’s 
greatest textile companies’. 

Mr Hyman, who is 48, became chairman of Viyella in 
1962. 


RATES AND PRICES 


Clozing prices, Tuesday, June 2nd, 1970 
Tax Reserve Certificates: (25.2.70) Companies 5395; 
3% surrendered for cash; Personal 4% 


Bank Rate 
Oct. 19, 1967 .. .. 6% Sept. 19, 1968 ; 7% 
Nov. 9, 1967 .. .. 64% Feb. 27, 1969 vn 8% 
Nov. 18, 1967.. 8% March 5, 1970 .. 71% 
March 21, 1968 71% Apr. 15, 1970 .. : 705 
Treasury Bills 
Mar. 26 £7 3s 6:62d% May I £6 15s 10°47d% 
Apr. 3... £7 3s 5°2ad% May 8 .. £6 rss 6°26d% 
Apr. ro .. £7 1810°93d% May rs .. £6 16s 0°68d% 
Apr. 17 .. £6 14s 6'14d9 ‘May 22 .. £6 175 2 420% 
Apr. 24 .. £6 rss 5°47d% May 29 .. £6 17s zd% 
| Money Rates 
Day to day 53-6$99 Bank Bills 
7 days SA 54—64% 2 months .. §&-84% 
Fine Trade Bills a months .. 8-84% 
3 months 81-995 A months .. 884% 
4 months 841-995 6 months .. 81-8395 
6 months 81-9175 


Foreign Exchanges 
New York .. 2:3989 Frankfurt T 8:7115 
Montreal 2:4850 Milan  .. .. I508:50 
Amsterdam 8:7060 Oslo - 17'1520 
Brussels II9'09 Paris "€ EM 13'2415 
Copenhagen 17:9865 Zürich 10°3590 
Gilt-edged 

Consols 4% 43 Funding 6% 1993 691 
Consols 24% 26ğxd Savings 3% 6o-7o 99 
Conversion 34% 37% Savings 3% 65-75 .. 824 
Conversion 5% 1971 .. 97% “Treasury 64% 1976 .. 95i 
Conversion 54% 1974 .. 914 Treasury 34% 77-80 .. 65 
Conversion 6% 1972 971; “Treasury 34% 79-81 .. 64i 
Funding 34% 99-04 435 Treasury 5% 86-89 .. 621 
Funding 4% 60-90 98 Treasury 54% 0812 .. 61$ 
Funding 519, 78-80 74% Treasury 2ł% .. .. 26% 
Funding 54% 82-84 .. 73% Victory 4% .. .. «. 96 
Funding 54% 87-91  .. 68 War Loan 32% .. .. 37 
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Correspondence 





Accounting for Mergers 


SIR, - Following my article entitled ‘Accounting for 
mergers — need for uniformity in treatment of share-for- 
share exchanges' which you published in your issue of 
February 12th, I was pleased to read that the Institute is 
to give its recommendations on 'Accounting for mergers' 
in due course. x 

As I write, the quotations on the London Stock Exchange 
are at their lowest point for a long period. It seems to me 
that this temporary dullness provides the opportunity for 
underlining the principal arguments in my article that, in 
share-for-share exchanges, the share premium account 
should not be calculated by reference to the market price 
of an offeror's shares at the date of the offer. 

I gave the example of GEC and its acquisition of English 
Electric when, by calculating the consideration by reference 
to the market price of GEC ^t the time the offer was made, 
the capital structure of The General Electric and English 
Electric Companies Ltd was increased by some 34 per cent. 
This inflation is, of course, a permanent feature of the 
company's capital structure, although with the same 
accounting treatment in an offer at today's prices the amount 
of the share premium account would have roughly been 
halved, and management and employees of the company 
would have their profitability measured on a capital 
employed some 17 per cent below present balance sheet 
figures. 

As for Poseidon, also referred to in my article, the shares 
have fallen from £118 to about £32 and we can only be 
glad that in the ludicrous situation Poseidon found itself, 
it did not offer its shares in an exchange and capitalize its 
market value in the process. 

In the face of this postcript to my article, added argu- 
ment must surely be given when recommendations are 
made for accounting for mergers that they should seek to 
prevent the excess of the market value of an offeror's shares 
over net assets acquired becoming capitalized. 


Yours faithfully, 


London Wr. COLIN A PERRY. 


Unequal Partners 


SIR, — The article ‘Unequal Partners,’ in the May 7th 
issue of The Accountant, appears to underestimate respon- 
sible trade union knowledge of company accounting. We 
in the trade union movement are quite aware that chartered 
accountants in this country have created the image of being 
knowledgeable of company accounting, that is their job. 


What we as a trade union are equally aware of, is that a 
basic knowledge of book-keeping is all that 1s necessary to 
bargain effectively over wage/salary rates. If assistance is 
required to interpret a 'complicated' set of accounts then, 
make no mistake about it, we can call on the trade union 
accounting experts. It is appreciated that in recent years 
much has been done to simplify the presentation of balance 
sheets and supporting accounts, but certain sections of the 
above article imply a self condemnation of your efforts. 


‘Shareholders and potential investors of possibly modest 


attainments are amongst those with whom the accounting 
profession are required to communicate. Is your article an 
admission of failure? 

Yours faithfully, 


Liverpool 17. N. 8. CARTER, A.c.1s. 
[The underlying theme of this article was that recent 
pronouncements by both Government and Opposition have 
shown an unequal balance between the respective and 
legitimate interests of workers and shareholders. ‘Certain 
sections’ of it— in other words, quotation out of context — 
could doubtless support other points of view. We do not 
consider it ‘an admission of failure’ to suggest that the 
profession's considerable achievements have on occasion 
been misrepresented by those who should know better. — 
Editor.] 


Preliminary Profit Statements 


Sir, — In your issue of May 7th, in the feature ‘Finance and 
Commerce', there was a note dealing with the manner in 
which The Delta Metal Co Ltd reported its results to 
shareholders. Reference was also made to this company 
[United Dominions Trust] commenting that it was one of 
the very few which did not issue preliminary figures. This 
is correct, but we would like to draw your attention to two 
aspects of our method of reporting to stockholders which, 
in our view, completely distinguish our situation from that 
of Delta. The two points are: 


(a) It is our practice, and has been for many years, to 
issue our report and accounts very quickly after the 
end of the financial year. For example, our accounts 
for the year ended June 30th, 1969, were published 
on August 12th, 1969. We feel that the publication 
of preliminary figures would be superfluous since it 
would not be possible to produce them significantly 
earlier than our full accounts. 


(b) We táke every care to ensure that our report and 
accounts are distributed to arrive with all our stock- 
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holders on the day our results are published to the 
Stock Exchange and the Press. 


Although we recognize that, as a financiel institution, it is 
easier for us to report quickly, we feel that our practice 
does, in our case, deal satisfactorily with the problem raised 
by the chairman of Delta Metal. | 


Yours faithfully, 
N. B. MATTHEWSON, 
Secretary, 


London EC3. UNITED DOMINIONS TRUST Lp. 

[As noted in the May 7th issue, the chairman of Delta 
Metal stated that his company was to give up issuing a 
preliminary statement of the year's figures because ‘the 
information that we now have to give for zhe proper under- 
standing of our results and our financial position is so 
voluminous that it cannot all be incorporated in a preli- 
minary profit statement, if that prelimina-y statement is to 
give a properly balanced view of the situation’. — Editor.] 


Vacancies for Graduate Articled Clerks 


SIR, — The Accountant of May 21st repor:s changes in the 
appointments service of The Institute of Chartered 
Accountants in England and Wales. 

I had already heard that the Institute was proposing to 
charge members for the service concerning graduates 
seeking placement as articled clerks, and expressed m 
surprise to the Institute that a professional body should 
make charges in this way. This is particularly surprising 
when your leading article ‘Long-range forecast’ in the same 
issue of your journal makes it quite clear that increasing 
emphasis will be laid on higher standards of education for 


entrance and therefore an increasing number of graduates © 


is to be expected. 

The method by which potential articlec clerks are given 
information about vacancies is not entirely clear. I am also 
concerned that there appears to be some selection taking 
place. 

Your readers with vacancies for graduate articled clerks 
should know that this committee and otker appointments 
committees and boards make no charge for notifying 
vacancies. Additionally, in doing so here. I endeavour to 
obtain sufficient information about firm3, including the 
experience, training, prospects and salaries they offer, to 
enable potential candidates to decide for themselves where 
their applications should be made. Each employer has the 
opportunity, therefore, to place himself in a free and ope 
market. 

Any university appointments organization can give 
information about names and addresses of the various 
boards and committees. For my own part, I should be very 
pleased to hear from any firms seeking graduate articled 
clerks. In writing it would be most helpful if the kind of 
information mentioned above could be included with 
details of vacancies. 


Yours faithfully, 
G. C. FRANCIS, 
Assistant Secretary, 


OxFORD UNIVERSITY APPCINTMENTS 
4I St Giles, Oxford. s COMMITTEE. 
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Integration of the Accountancy Bodies 


SIR, — We are writing to some zoo members of The 
Institute of Chartered Accountants in England and Wales, 
who have indicated opposition to the integration proposals, 
to ask them to give us financial support in resisting the 
necessary amendments to the Royal Charter. 

We enclose a copy of the letter and we shall be grateful 
if you will please publish it with this letter in the next issue 
of your journal. 


Yours faithfully, 
H. T. NICHOLSON, r.c.a. 
B. W. SUTHERLAND, Sea 


The letter is as follows: 


Dear Member, a 
INTEGRATION 


The crucial vote on the integration proposals takes place this 
summer and we and many others, who agree with us, are 
concerned lest they are permitted to go through because the 
full weight of the opposition is under-deployed. 

We are, therefore, seeking the support of every member 
who we know has expressed opposition to the integration 
proposals whether in the professional press or otherwise. Our 
intention is to send a suitable letter to every member of the 
Institute at the time of the vote on the Royal Charter amend- 
ments in order to mobilize the maximum vote against them. 

We estimate that to do this could cost approximately 
£2,000. The purpose of this letter is to seek financial as- 
sistance from those who are united with us in opposition to 
the proposals. We are in any event prepared ourselves to 
underwrite the cost if we do not receive sufficient financial 
support. 

Will you help us? If so, will you please return the slip at 
the bottom of this letter with your cheque. If perchance 
there should be a surplus after the operation we propose to 
donate it to the Chartered Accountants! Benevolent As- 
sociation. 


Yours sincerely, 
HUGH NICHOLSON, 


BRUCE SUTHERLAND. 


To B. W. Sutherland, The Manor House, Shipston-on- 
Stour, Warwickshire. l 


I enclose my cheque for £ . (£10 is suggested.) 


I am prepared to underwrite the cost of circularizing members 
of the Institute to obtain support for rejecting the inte- 
gration proposals to the extent of a further £ š 


Name (blocks please)... e 


C$BRAAROREPVEPOAPAAEPHUESEP NEBATEPTTATÓÉNBAARSA peu FO URHVGANUA NXTOANA RATSRATVERRAN AT COMAVA GOS8492 ANE PRA dpnábdBenseatARORsA CYNAMA PAR AM 


asumarmaravaapmunrbébté4Odod SE ORTOS" TACOS 44 dUH94 9 449 TECHN EA OA OORT AREVA^ ............................................................ 


CHEQUES PLEASE TO ‘INTEGRATION FIGHTING FUND’. 
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PREPARING FOR DECIMALS 


Machine Vending 
in Decimals 


HE introduction of decimal currency presents the 

vending industry with an unprecedented challenge. 
The phased withdrawal of the half-crown during 1969 and 
its final demonetization at the end of the year presented 
some sectors of machine vending with an advance mini-D- 
.day which did not affect manufacturers and operators of 
other machines. 

According to an article by Mr A. R. Butler, B.sc.(ENG.), 
C.ENG., A.F.R.AE.S., of the Decimal Currency Board, the 
industry handled the situation extremely well. There was no 
outcry from the general public that delay in converting 
washing machines and cigarette machines to take coins other 
than the half-crown had caused them inconvenience. There 
were some complaints that a small number of operators had 
increased prices unnecessarily, but as a whole the industry 
demonstrated that existing prices could be maintained in 
spite of the withdrawal of what had been a most convenient 
coin. 


Testing time to come 


Excluding gas and electricity meters, machines affected by 
the withdrawal of the half-crown are only a small portion of 
the overall vending machine problem. It is perhaps not 
fully appreciated, particularly by some of the smaller 
operators, that when the decimal 20, 1p and 2p bronze 
coins are introduced they will rapidly displace the penny, 
threepence and sixpence from circulation. 

Vending machines rely on customers having the right 
sort of coins in their possession. But most coins get into 
pockets and handbags when they are received as change in 
shops. The indications reaching the Decimal Currency 
Board are that 75 per cent of all businesses will be trading 
in decimal within a very few weeks of D-day and this 
means that the {sd coins will quickly become scarce. 
Certainly they will be legal tender, the threepence and 
penny until the end of the ‘change-over period’ and the 
sixpence for a minimum of two years after D-day, but it is 
unlikely that there will be sufficient of them in circulation 
for a machine using these coins to earn its keep. Since the 
machine operator can do nothing to put coins suitable for 
his machine into pockets and handbags, he must alter his 
machine to suit the decimal coins which will be in them. 


Action to be taken | 


If the machine operator has not already done so he should 
approach his machine supplier. This consultation should 
take place without further delay because machine suppliers 
are limited in capacity and orders can only be taken on a 
‘first come first served’ basis. Action is just as necessary if 
the machine has been hired rather than bought. The 
operator will want to know whether he or the owner of 
the machine must carry the cost of the conversion, and 
certainly’ contracts made since 1967 should have clear 
provisions on this point. 
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Some machines may be converted now to operate on 
shillings and/or florins (sp and/or xop). For machines which 
do not give change, a conversion to this ‘shillings’ mode of 
operation will only be practicable when the quantity of the 
commodity sold can be adjusted to the new price. 

A number of simple machines and some beverage 
machines can be modified now so that they continue to use 
£sd coins but may be changed to decimal on site by the 
operator without the aid of a skilled mechanic. On the face 
of it this is an ideal solution because it allows the operator 
to change-over immediately he decides it would be more 
profitable to do so. But he must be quite sure that it is a 
reliable ‘do-it-yourself’? conversion and that he will be able 
to do it successfully. 

It will be possible to convert a few machines completely 
to decimal before D-day and to hold them in readiness until 
required after D-day. In larger organizations where all 
machines are subject to routine refurbishing, careful plan- 
ning can ensure that something more than a normal 
number become available round about D-day. By the very 
nature of things, some machines will be approaching the 
end of their life in the year before D-day. Some of these 
replacements can be delayed to ensure that decimal 
machines take the place of those to be rejected, and it may 
well be economic to hasten the demise of some of the less 
elderly ones. 


All £sd machines affected 


All vending machines which are in use now and which are 
dependent upon the penny, threepenny bit and sixpence 
will have to be dealt with if the present level of sales is to be 
maintained. In addition, the demand for machine-vended 
goods is still expanding. 

It is important, however, not to become obsessed with 
what the price of the commodity will be in 1971. The 
operator is faced with a necessary conversion for D-day 
and does not want an unnecessary one in 1973—74. It seems 
unlikely that price increases for economic reasons will stop 
at D-day and the prudent operator will ensure therefore 
that the conversion he buys for D-day is such that it gives 
him some flexibility to adjust prices in the future. 


The £p coin 


It seems unlikely that price increases in 1973-74 will be 
taken any more kindly than they are today and this means 
that for some lower-priced commodities, such as beverages, 
the flexibility of the coin mechanism will have to be such 
that it makes provisions for the use of the 4p coin. 

Much has been said about the unsuitability of a coin of 
this size as a machine coin but the 4p will nevertheless be 
used widely. In time it may be taken out of circulation in 
the same way as the halfpenny was withdrawn when it had 
served its useful life, but it is safe to say that it will outlive 
the economic life of new vending machines being built now. 

The argument is sometimes put forward that because of 
the small size of the 4p, coin mechanisms must be made to 
more accurate and delicate standards with consequent 
increase in cost and that this increase in cost is not com- 
mensurate with the low value of the coin. The fallacy here 
is that in present-day vending the operator is not concerned 
with the $p as an individual coin but rather as one coin in 
the group of coins he intends to use to construct his price 
structure. He is unlikely to sell any items for $p but he 
needs the 4p to shade the higher prices competitively. 
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BIRMINGHAM STUDENTS’ 
ONE-DAY COURSE 


A ONE-DAY course for members of The 
Birmingham Chartered Accountant 
Students’ Society is to be held on 
June 23rd at the Botanical Gardens, 
Birmingham. 

The course will be under the chair- 
manship of Mr A. G. Piper, B.COM., 
F.C.A., J.DIP.M.A., a member of the 
Advisory Board of Accountancy Edu- 
cation. Subjects and speakers will be: 
“Take-over bids’, by Mr B. W. 
Sutherland, r.c.4.; ‘Marketing’, by 
Mr R. P. Brandon, B.sc.(ECON.); 
"Corporate planning', by Mr J. M. 
Cheesbrough, M.A., and ‘Accountants’ 
reports on profit. forecasts', by Mr 
D. D. Rae Smith, M.c., B.A., F.C.A. 

The fee for the course is 30s which 
includes lunch and tea and those 
wishing to attend should apply as soon 
as possible to The Library, Fountain 
Court, Birmingham 4. 


LIVERPOOL STUDENTS 


THE social subcommittee of the 
Liverpool Chartered Accountant 
Students’ Association has again ar- 
ranged for the annual informal dance 
to be held on board the Mv Royal Iris 
on June roth. If last year's event is 
anything to go by, this year’s event 
is already a guaranteed success. 
Departure will be from Prince’s 
Landing Stage at 7.45 p.m. when the 
Royal Iris will cruise out to the 
‘Liverpool Bar’ and back again by 
11.45 p.m. Dancing will be to a 
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discotheque and tickets (price 8s) are 
available from the Library, 5 Fenwick 
Street, Liverpool 2, or any committee 
member. 


FINDING STUDYING EASY? 


THE committee of The Sheffield and 
District Chartered Accountant 
Students’ Society are conducting 
among their members a survey aimed 
at finding out whether evening classes 
for Part I and II candidates should be 
integrated ` with ^ correspondence 
courses. 

These classes are intended to be 
held at the Sheffield Polytechnic next 
September in preparation for the 
November 1971 examinations. There 
are, says the committee, both ad- 
vantages and disadvantages to an 
integrated course, some of which are: 


Advantages 


(1) A set pattern is made for study- 
ing which must be kept up to 
date. 

(2) Much time will be saved by 
having expert lecturers explain- 
ing the more difficult topics, 
which otherwise waste many 
hours and often are never 
learned at all. 


(3) Papers are marked within a 
short period of working them 
and, therefore, the student can 
remember more about what he 
has written and why. 


Disadvantages 


(1) Much of the work necessary for 
the examinations can only be 
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learned by sitting down and 
reading, and this may require a 
considerable number of hours 
at certain times. 


(2) Owing to the lack of enthusiasm 
for lectures in the past, the 
course could fail if the number 
were to fall below the minimum 
sometime later on in the course. 


(3) Because of out-of-town work 
and holidays, a student may fall 
behind with his work and have 
difficulty in catching up again. 

A minimum of 24 would be required 

for each course at the modest cost of 
£4. Members are reminded that they 
should complete the questionnaire as 
soon as possible returning it to the 
Society’s secretary, Mr R. M. Hedley, 
c/o Thornton Baker & Co, 28 Kenwood 
Park Road, Sheffield. 


ACASS EXECUTIVE MEETING 


THE second meeting of the 1970-71 
National Executive Committee of the 
Association of Chartered Accountant 
Students’ Societies was held on May 
22nd at the offices of The Chartered 
Accountant Students’ Society of 
London. 

There was a very long agenda and 
among the matters discussed were 
integration, education, insurance cover 
for articled clerks, the proposed USA 
trip, and taxation and relief for articled 
clerks. 


TENNIS AND CRICKET 
PLAYERS WANTED 


THE Birmingham Chartered Account- 
ant Students’ Society is in urgent 
need of those of its members willing 
to participate in cricket matches and, 
in particular, the forthcoming tennis 
tournament. 

The latter will be held at Solihull 
Cricket and Tennis Club on Wednes- 
day, June 17th, and will be a knock- 
out doubles tournament. 

Members wishing to participate in 
either of these sports are asked to 
contact David Hare, c/o The Library, 
Fountain Court, Birmingham 4. 
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Notes 
and 
Notices 





PROFESSIONAL NOTICES 


Harp, Dowpy & Co, Chartered 
Accountants, of 39 King William 
Street, London EC4, announce that 
Mr D. G. F. BOURNE, A.C.A., has been 
admitted to partnership as from April 
Ist, 1970. 


T. A. NickKLIN & Co, Chartered 
Accountants, announce that on April 
Ist, Mr E. R. MARSH, F.C.A., retired 
from the partnership due to ill health, 
and Mr T. A. NICKLIN, FECA., 
A.LARB., is continuing to carry on the 
practice from Halesowen and Stour- 
bridge, retaining the existing staf. 
They announce also that Mr C. E. 
HAMPTON, F.C.A., a former partner, 
has been joined by his son, Mr R. E. 
HAMPTON, A.C.A., and they will prac- 
tise under the style of ‘THomMas & 
Pitts, at Central House, Halesowen, 
Worcestershire. 


IN PARLIAMENT 
Dividends: Interest 


Mr Emery asked the Chancellor of the 
Exchequer (1) what rate of interest he 
estimates to be needed to produce a 2 
per cent real after-tax return on a 
security, assuming that real capital 
values are maintained out of post-tax 
interest and that the rate of inflation is 
4'5 per cent, and assuming a rate of 
tax of 8s 3d in the £; 
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(2) what rate of interest he estimates 
to be needed to produce a 3 per cent 
real after-tax return on a security, as- 
suming that real capital values are 
maintained out of post-tax interest and 
that the rate of inflation is 4:5 per cent, 
and assuming a rate of tax of 8s 3d in 
the £; 

(3) what rate of interest he estimates 
to be needed to produce a o per cent 
real after-tax return on a security, as- 
suming that real capital values are 
maintained out of post-tax interest and 
that the rate of inflation 1s 4:5 per 
cent, and assuming a rate of tax of 
8s 3d in the £; 

(4) what is the real net return on a 
security yielding 9 per cent gross on 
the basis that the rate of tax is 8s 3d in 
the £ and the maintenance of capital 
values occurs with inflation at 4'5 
per cent. 

Mr ‘Taverne: Approximately 
£7 135 2d per cent: {11 4s 4d per cent; 
£12 19s 11d per cent and 1 per cent 
respectively. 

Hansard, May 28th, 1970. Written 


answers, col. 546. 


APPOINTMENTS 
Mr C. S. Barton, A.C.A., has be- 


come chief accountant of Coca-Cola 
Southern Bottlers Ltd. 





Mr C. S. Barton. 


Mr B. W. Durrant. 


Mr B. W. Durrant, A.C.A., has 
become deputy comptroller of Henry 
Wiggin & Co Ltd, following the 
transfer of Mr G. Ursell-Smith, 
F.C.W.A., A.C.LS., A.A.C.C.A., to London 
where he has taken up the post of 
comptroller of International Nickel 
Ltd, the Henry Wiggin parent com- 
pany. 
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Mr J. Addison Smith, F.c.A., newly 
appointed co-ordinator of the Dunlop- 
Angus Industrial Group, has become a 
director of the group. 





Mr J. F. Millward. 


Mr J. A. Smith. 


Mr James F. Millward, A.A.C.C.A., 
has been appointed a director of 


Joseph Mason & Co Ltd. 


Mr Bryan Lund, A.c.A., has been 
appointed financial director of M. & S. 
Shifrin Ltd (Norcros Group). 


Retirement 


Mr Thomas Kennan, F.A.C.C.A., a 
director of Ocean Management Ser- 
vices, a subsidiary of The Ocean 
Steam Ship Group, retired on May 
29th after 46 years’ service with the 
company. Joining Elder Dempster 
Lines in 1924, Mr Kennan was 
appointed chief accountant in 1951 
and on integration into the Ocean 
Group in 1967 he became a director 
of Ocean Management Services. 


HULL, EAST YORKSHIRE AND 

LINCOLNSHIRE SOCIETY OF 

CHARTERED ACCOUNTANTS 
New President 


Mr F. J. R. Kynaston, F.C.A., financial 
director of City Engraving Co (Hull) 
Ltd, is the new President of The 
Hull, East Yorkshire and Lincolnshire 
Society of Chartered Accountants. 
Born in Birmingham in 1915, and 
educated at King's Norton Grammar 
School, Mr Kynaston received his 
accountancy training with Edmonds 
& Co (now Thornton Baker & Co), of 
Portsmouth, with whom he spent nine 
years interrupted by six years’ war 
service with the Royal Signals attached 
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to the Guards Armoured Division. On 
returning to England in 1946, he set- 
tled down again to study and qualified 
as an incorporated accountant in 1950. 

Mr Kynaston has been a member 
of the Society's committee since 1964 
and is its second industrial accountant 
to hold the office of President. He has 
had a varied experience both inside 





and outside the profession, having 
held offices as chief accountant or 
group accountant in engineering, 
transport, and the retail trade. He 
joined his present company in 1962 
as chief accountant, and was appointed 
to the board in the same year. 

Married, with one daughter, Mr 
Kynaston's principal outside interest 
Is active participation in the affairs of 
Lions International of which he is 
currently a Deputy District Governor. 

Other officers elected for 1970-71 
are: 

Vice-Presidents — Senior: Mr E. G. 


Chadwick, F.c.A.; Junior: Mr Malcolm 
M. Strachan, F.c.A. 


Secretary: Mr E. G. Chadwick, r.c.a., 
Fawley Judge & Easton, 1 Parliament 
Street, Hull. 


Secretary (Technical Advisory Committee): 
Mr N. S. Staveley, F.c.a., A. J. Downs & 
Co, 774 Beverley Road, Hull. 


Treasurer: Mr Roger M. Strachan, F.c.A. 
Librarian: Mr J. B. Gaskill, B.COM., F.C.A. 


Committee's Report 


Membership of the Society at Dec- 
ember 31st numbered 510, according 
to the Society's annual report. 

On education and training for 
articled clerks at Hull College of 
Commerce, the report states that due 
to insufficient demand the Final 
Part II revision courses again had to 
be cancelled. For the first time, the 
introductory course also had to be 
abandoned, probably due, says the 
report, to the commencement of the 
nine months' full-time course. The 


THE 


ACCOUNTANT 


evening course for the Part I examina- 
tion in November was, however, fully 
booked. 

Although outside the period covered 
by the report, the Society held a half- 
day course in January at Marist 
College on planning conversion to 
decimal currency. 'T'he course was well 
supported, being attended by over 150 
members, and similar courses are 
planned for the remainder of this year. 
Monthly luncheon meetings, followed 
by short talks by guest speakers, once 
again proved a useful feature in the 
Society's programme. 

The Scarborough Group held three 
luncheon meetings and one evening 
meeting, all of which were devoted to 
the exchange of views on difficulties 
encountered by practitioners in the 
Scarborough area. 

Membership of the Grimsby and 
North Lincolnshire Society now num- 
bers 163; during the year seven 
luncheon meetings were held on a 
variety of topics and there were also 
two informal evening meetings, both 
of which dealt with decimalization. 


THE LIVERPOOL SOCIETY OF 
CHARTERED ACCOUNTANTS 


New President 


Mr William Shuttleworth, F.C.A., 
financial director of T'he Owen Owen 
Group of Companies, has been elected 
President of the Liverpool Society of 
Chartered Accountants for 1970-71. 

A native of Barrow-in-Furness, Mr 





Shuttleworth's professional career was 
spent with Peat, Marwick, Mitchell & 
Co, and Cooper Brothers & Co. This 
part of his career was interrupted by 
the Second World War during which 
he served as a pilot with the Royal Air 
Force. 

Admitted to membership of the 
former Society of Incorporated Ac- 
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countants in 1949 — qualifying with 
honours - Mr Shuttleworth joined 
Tube Investments Ltd in 1952, and 
his present company in 1956. 

He served as treasurer of the Liver- 
pool Society in 1965-67 and has been 
a member of the Society's committee 
for a number of years. 

Mr Shuttleworth is married with 
two sons, both of whom are reading 
law at Liverpool University. 

Other officers elected for the ensuing 
year are: 


Vice-President: Mr A. Green, F.C.A. 
Secretary: Mr J. A. Colvin, F.c.A., 5 
Fenwick Street, Liverpool 2. 


Treasurer: Mr J. C. MacGregor, M.A., 
F.C.A. 


Committee's Report 


The committee's annual report states 
that the overall membership of the 
Society at December 31st was 1,625. 
This figure includes the members of 
the Society's three branches: North 
Wales, numbering 277; South Lanca- 
shire, 132; and the Isle of Man 
Branch, 51. 

Referring to the pre-service nine- 
month courses at Liverpool College 
of Commerce, the report states that 
36 students out of 42 were successful 
in the College's examination last June 
thus being exempt from the Institute's 
Intermediate examination. The fourth 
such course commenced in October 
with an intake of 60. 

Very successful results — were 
achieved in the three-year audit 
assistants' course at Millbank College 
of Commerce, West Derby, for audit 
clerks not serving under articles. Run 
on a day-per-week release basis during 
normal term times, the course has 
now completed its first full academic 
year. 

A wide range of subjects was covered 
at evening meetings and in a series of 
half-day and one-day courses for 
members. All of these, says the report, 
were well supported and the committee 
has little doubt that members were 
satisfied with the subjects presented. 

The Society's Practising Members’ 
Group, the Industrial Members’ Dis- 
cussion Group and the Southport 
Group all held successful meetings, 
and two new groups were formed 
during the year— one for younger 
members and one for small practi- 
tioners. 

The Society was also active in other 
spheres. At golf, six matches were held 
against other golf societies and two 
bridge matches were played. 
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THE BIRMINGHAM 
AND WEST MIDLANDS SOCIETY 


New President 


Mr K. J. Milligan, M.A., F.C.A., was 
elected President of The Birmingham 
and West Midlands Society of Char- 
tered Accountants at the Society’s 
recent annual meeting. 

Born in Birmingham in 1915, Mr 





Milligan was educated at Uppingham 
School and Trinity Hall, Cambridge, 
where he obtained first-class honours 
in the classical tripos. He was sub- 
sequently articled to the late Mr H. H. 
Graham, F.c.A., of Gibson A 
Ashford, Chartered Accountants, of 
Birmingham. In 1939 he was com- 
missioned in the Royal Corps of 
Signals (TA), and spent most of his 
war service in India, being demobilized 
with the rank of Major. 

Mr Milligan joined Howard, Smith 
Thompson & Co (now merged with 
Price, Waterhouse & Co), in 1946 and 
was admitted to membership of The 
Institute of Chartered Accountants in 
England and Wales in 1947; he became 
a partner in the firm two years later. 

A member of the Council of the 
Birmingham Chamber of Commerce 
and Industry since 1956, he was 
President of the Birmingham Char- 
tered Accountant Students’ Society in 
1963, and secretary of the senior 
society committee from 1967-69. 

Other officers elected for 1970-71 
are: 


Vice-President: Mr E. C. Sayers, F.C.A. 


Secretary: Mr N. J. Masterton, F.C.A., 
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Fountain Court, Steelhouse Lane, Bir- 
mingham 4. 


Treasurer: Mr B. W. Sutherland, F.c.A. 


Committee’s Report 


Membership of the Society increased 
by 136 to a total of 2,791 at December 
31st, 1969, according to the Com- 
mittee’s eighty-eighth annual report. 

During the year, in addition to the 
ten meetings of the committee, there 
were numerous standing and sub- 
committee meetings dealing princi- 
pally with lectures, conferences and 
courses, finance, public relations, 
social events, small practitioners, 
courses for articled clerks and liaison 
with the students’ society. To en- 
courage contact between members, 
facilities for refreshments were pro- 
vided before two of the lecture meet- 
ings. 

The report refers to the donation 
by the Society of a suitably engraved 
two-branch silver candlestick to ‘The 
Institute of Chartered Accountants in 
England and Wales for inclusion in the 
silver collection at Chartered Ac- 
countants’ Hall. 


CENTRAL LONDON SOCIETY 
OF CERTIFIED ACCOUNTANTS 


Following the recent annual general 

meeting of the Central London Society 

of Certified Accountants, the follow- 

ing officers were elected for 1970-71: 

President: Mr R. S. Waldron, F.A.C.C.A., 
F.C.A. 

Vice-Presidents: Messrs G. E. Whitman, 
F.A.C.C.A., A.M.B.I.M., and E. M. Joy, 
F.A.C.C.A., A.M.I.P.A. 

Hon. Secretary: Miss I. E. Thurston, 
F.A.C.C.A., F.C.A. 

Hon. Treasurer: Mr S. M. Wood, A.A.C.C.A. 


THE INSTITUTE OF INTERNAL 
AUDITORS 


The fourth week-end summer school 
of the London Chapter of The 
Institute of Internal Auditors will be 
held at Clare Hall, University of 
Leicester, from July roth-i2th, and 
will be open to all members of the 
Institute, their assistants, their col- 
leagues, and to members of the public 
with an interest in internal auditing. 
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The aim of the school is to further 
the development of internal auditing 
by providing instruction on the best 
modern practice, and by encouraging 
discussions, both formally and in- 
formally of problems and topics of 
common interest. Among the speakers 
will be Mr A. C. Smith, c.a., whose 
subject will be ‘Practical aspects — 
fraud prevention', and Mr F. J. Rigg, 


F.c.A., who will deal with ‘New 
techniques assisting the internal 
auditor, with flow-charting and 


statistical sampling case studies’. 


HOUSING RENT STATISTICS 


The second annual return of Houstng 
Rent Statistics published recently by 
The Institute of Municipal Treasurers 
and Accountants gives details of 
Council House Rents for more than 
1,000 local authorities in England and 
Wales. 

The average weekly rent, excluding 
any rebate, charged by local authorities 
at March 31st, 1969, was 40s 9d com- 
pared with 37s 11d a year previously. 

In London, the statistics show that 
the difference between rents charged 
by the Greater London Council and 
London Boroughs has narrowed during 
the year. The average GLC rent of 
54s 1d compares with a figure of 
sss 9d in the London Boroughs and 
44s 3d for the major provincial cities. 

More than 3,600,000 dwellings are 
dealt with by the return. Three-bed- 
roomed houses account for 1,782,000 
(49 per cent) of this total and flats 
for nearly one million. It is noticeable 
that rents for flats are, in general, 
rather higher than for houses of 
similar size. The average rent for a 
two-bedroomed flat built since 1964 
is 52s 5d compared with 45s 5d for a 
house, or for three bedrooms 61s 1d 
compared with 54s rod. In London, 
probably due to very high land costs, 
modern two-bedroomed flats are 
cheaper than similar houses while the 
rent for three-bedroomed flats is 
about the same as for houses. 

Copies of the return may be 
obtained from the offices of the Insti- 
tute, 1 Buckingham Place, London 
SW1, price 30s post free. 


VALUERS OF LAND 
BUILDINGS 
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After the Election 


HATEVER the result of the General Election and whatever 

historians in the future may have to say about it, one fact is 
clear. The real issues upon which the election should have 
been fought have hardly emerged throughout the 18 days’ 
campaign. 

Whoever assumes responsibility for the conduct of the national 
economy will have no lack of major economic, let alone social, 
issues to resolve. Dominating all other aspects of the economy 
remains the balance of payments. Given the continuing high level 
of world trade, the UK should remain in surplus for 1970-71, 
although a smaller surplus is to be expected. 


Directly linked with this issue is the persistent spiral of incomes 
and prices. It is generally accepted that the new Government 
will have to check demands for quite unjustifiable pay increases. 
Since 1964 the domestic purchasing power of the £ sterling has 
declined by over a quarter. Such a depreciation of the currency is, 
in the longer run, intolerable, since it further depresses the living 
standards of the poorest sections of the community, makes a 
mockery of the Government's continuous appeal for personal 
saving, and ultimately endangers the balance of payments. 


How this particular control will be enforced is a matter for 
speculation. The major problem — as it has been for some years — is 
how to stimulate productivity. In this context a particularly 
depressing aspect of the inadequate current rate of economic 
growth is the absence of any revival of private industrial invest- 
ment. In part, the unwillingness of industry to increase its capital 
expenditure can be attributed to the likelihood that restraints on 
consumption will continue for a long time yet, and in lesser part, 
to the high cost of borrowing. 


Last but not least, there is the level of public sector expenditure. 
In the last five years this has risen by some £3,000 million and the 
public sector now absorbs over half the gross national product. 
Despite evidence last year that the Chancellor had checked the 
recent unbridled growth, the success is at best temporary. Half 
the current public sector spending is allocated to education and 
welfare including public housing. The demands for further out- 
lays have only been temporarily suppressed and must ultimately 
be met. At what point will the new Premier cry halt, and with 
what results for the taxpayers? The fact of the matter is that 
nothing the Labour Government has done, or promised, suggests 
that it is any nearer to a solution to these issues than it was in 1964. 
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The tragedy of the present situation is that the 
majority of the British electorate obviously believes 
that Britain's external imbalance is a thing of the past 
and with it the policies of wage freeze, consumer 
restraint, and dear credit. Mr Wilson, if he has been 
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returned, will no doubt have no compunction in bring- 
ing the public down to earth. Whether, however, the 
response of industry and the trade unionists will be 
appropriate to the needs of the economy is another 
matter altogether. 





FINANCE ACT 1970 


Taxing Mineral 
Royalties 


ee Government’s belated decision to give some 
relief from income tax and surtax to the owners of 
minerals is now expressed in section 29 and Schedule 6 
to the Finance Act 1970 which received the Royal 
Assent on May 29th. The relief is confined to persons 
resident or ordinarily resident in the United Kingdom. 

Basically it consists in taxing the mineral owner on 
the footing that his royalties receivable after April sth, 
1970, net after deducting management expenses, are 
reduced by one-half. Where the case is not complicated 
by betterment levy, the other half of the gross royalties 
pays capital gains tax. Where betterment levy enters 
into the matter, then, to make allowance for it, the half 
fraction is altered to 'the relevant fraction'. 

The word ‘minerals’ is defined as ‘all minerals and 
substances in or under land which are ordinarily 
worked for removal by underground or surface work- 
ing, but excluding water, peat, top-soil, and vegeta- 
tion'. Thus, although the word is extended to include 
other ‘substances’, such as sand and gravel, payments 
for such things as turf, timber and peat are not 
included. 

The expression ‘mineral royalties’ means ‘so much 
of any rents, tolls, royalties, and other periodical 
payments in the nature of rent payable under a mineral 
lease or agreement as relates to the winning and 
working of minerals’. 

This enumeration of royalties may be compared with 
the definition of ‘rent’ in section 156 (3) of the Taxes 
Act, which imposes Schedule D tax on rent payable 
in connection with mines, quarries, etc., and which is 
now to have effect subject to the new section 29. It will 
be seen, as part of the definition of mineral royalties, 
that they must be payable under a ‘mineral lease or 
agreement’. This is defined by setting out three 
categories as follows: 


(a) a lease, profit à prendre, licence or other agreement 


Lë 


conferring a right to win and work minerals in the 


United Kingdom; 


(b) a contract for the sale, or a conveyance, of minerals 
in or under land in the United Kingdom; and 


(c) a grant of a right under section 1 of the Mines (Work- 
ing Facilities and Support) Act 1966, other than an 
ancillary right within the meaning of that Act. 


Thus it is only in the definition provisions, in 
section 29 (7), that one discovers that the new relief is 
confined to minerals in the United Kingdom. This 
emphasizes that the Government's main preoccupation 
is not to give relief to mineral owners, but to 
encourage the exploitation of minerals in Britain 
and in particular in the depressed areas. The Act of 
1966 consolidated Part I of the Mines (Working 
Facilities and Support) Act 1923 and certain enact- 
ments amending it. 

The object of that legislation was to enable persons 
exploiting minerals to obtain exploitation rights which 
were not otherwise available, if this was in the national 
interest. The procedure is to apply to the Minister, 
who, if satisfied that a prima facie case has been made 
out, may refer it to the Court. The Court can then 
grant rights, subject to appropriate terms and con- 
ditions, and award compensation to the landowner 
concerned. 

It is not necessary for the landowner to be an 
individual. The provisions apply equally to a company 
liable to corporation tax, but of course the effect of 
the relief will be considerably less, seeing that a com- 
pany pays the same rate of tax on chargeable gains as 
it does on its ordinary profits. However, in the case of 
close companies, there will be a beneficial effect in 
relation to the shortfall provisions. (Where we refer 
to the year of assessment, it is to be understood that, 
in relation to a company, this means the accounting 
period.) Although section 156 (1) of the Taxes Act 
imposing income tax on mineral rents has thus been 
modified, the provision for deduction of tax at source 
from royalties is not affected. 

In relation to an individual, one can set out the 
effects of section 29 (1) as follows: 


(1) If he is resident or ordinarily resident in the United 
Kingdom; and 


(2) in any year of assessment (after 1969—70) is entitled 
to receive mineral royalties; and 
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(3) Those mineral royalties are under a mineral lease or 

agreement as defined; then 

(4) (a) for income and surtax purposes he is to be 

treated as if the total of the mineral royalties 
receivable by him under that lease or agreement in 
the year, and any management expenses available 
for set-off against them in that year, were each 
reduced by one-half; and 

(b) for chargeable gains purposes, he is to be treated 
as if there accrued to him in the year a chargeable 
gain equal to the relevant fraction of the total of 
the mineral royalties receivable under that lease 
or agreement in that year. 

It is to be observed that in arriving at the capital 
gains tax liability there is to be no deduction for 
management expenses. The phrase ‘management 
expenses available for set-off against royalties’ has two 
meanings depending on whether the royalties are 
charged under Schedule A or not. If they are not 
charged under Schedule A, and section 158 of the Taxes 
Act applies, then the expression means the sums 
brought into account under section 158 (1), i.e., 
sums proved to have been wholly, exclusively, and 
necessarily disbursed by the landowner as expenses of 
management or supervision of the minerals in the 
year. 

In the case of a company, section 158 (2) applies, 
and this provides for the deduction m the profits 
computation of sums disbursed by the company 
wholly, exclusively, and necessarily as expenses of 
management or supervision of the minerals in the 
accounting period. If the royalties are chargeable to 
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tax under Schedule A, then the expression means the 
sums deductible under Part III of the Taxes Act as 
payments made in respect of management of the 
property concerned. It includes amounts of betterment 
levy, treated as expenses of management under para- 
graph 6 of Schedule IV to the Taxes Act. For cases 
other than the two mentioned above, the reference in 
paragraph (a) above to management expenses is to be 
disregarded. 

As regards the computation of chargeable gains, 
where there is no complication by betterment levy, 
the "relevant fraction' is to be one-half, so that one-half 
of the net royalties pays income tax and surtax and 
one-half of the gross royalties pays capital gains tax. 
This is where betterment levy was not chargeable in 
respect of the grant of the lease or agreement and has 
not subsequently become chargeable on any renewal, 
extension or variation of the mineral lease or agreement 
(section 29 (3) (a)). If the last disposition which 
affected the lease or agreement gave rise to an 
assessment to betterment levy and that betterment 
levy was chargeable under Case B (grant of a lease) 
then the relevant fraction is determined by a formula 
set out in Part I of Schedule 6 of the Finance Act 
1970. 

The numerator is the base value realized by the 
disposition and the denominator is twice the considera- 
tion for the disposition. Where betterment levy arises 
in other circumstances, then the fraction is to be arrived 
at under regulations to be made by the Inland Revenue. 


Integration Omission? 


HE late Sir Robert Arbuthnot, R.N., believed in 

making provision for every contingency. He is 
remembered in the Service as the author of A Battleship 
Commander's Order Book, which was reputed by his 
long-suffering ships’ companies to contain instructions 
for any eventuality — from being boarded by pirates in 
the China Sea to welcoming the Mayor of Blackpool in 
mid-winter. 

Whilst making no specific provision either for 
mayoral hospitality or for the suppression of piracy, 
the scheme for the development of the accountancy 
profession has every semblance of being most 
comprehensive. It provides for the winding-up of two 
bodies of accountants, and for the renaming of a third ; 
it stipulates that certain payments shall be made 
between the participating bodies; it provides for the 
disposal of the property of those bodies which are to be 
wound up, for the protection of existing practice 


rights, and for the continuation of students' professional 
careers. 

A profession cannot, however, function with mem- 
bers, students, premises, and money alone — necessary 
as all these are — and it has become commonplace, 
though certainly not a formality, for a retiring President 
to pay tribute to the valuable support which he and his 
fellow Council members have received from the secre- 
tariat. It is therefore the more surprising to find, in 
view of the commendable precision of so many of the 
proposals, that the position of individual members of 
the several staffs of the participating bodies after inte- 
gration is accorded only a passing reference in the 
formal documents issued by one of the participating 
bodies, and does not appear to be mentioned in 
others. 

We have no doubt, of course, that all existing con- 
tractual obligations would be fully honoured, and that 
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the personnel requirements of the three enlarged 
Institutes have, in fact, been forecast in considerable 
detail. On the other hand, the apparent failure of the 
participating bodies to make clear their intentions in 
this vital respect is a cause of some concern to those 
most closely affected. Nor can it smooth the course of 
the three meetings to be held on June 24th (two at 
least of which are likely to be contentious), for members 


ACCOUNTANT 


June 18th, 1970 


to reflect that their vote may affect in an unspecified 
way the livelihood of those who have served the profes- 
sion well for many years. 

In an age which sets so much store by proper 
communication, and from a profession whose function 
is to inform, such an omission can hardly pass un- 
noticed. As an industrial relations policy, Chapter 20 
of the Book of Exodus, verse 3, is outmoded. 





Current 


Affairs 





Cost Accountants' New President 


R STANLEY EDWARD WOODS, LE. 

F.C.W.A., F.A.C.C.A., F.C.1.S., was elected President 
of The Institute of Cost and Works Accountants for 
the year 1970-71 at last Saturday's annual general 
meeting of the Institute 
referred to elsewhere in 
this issue. 

He is a practising mem- 
ber of the Institute and of 
The Association of Certi- 
fied and Corporate Ac- 
countants, and has been a 
Fellow of the ICWA since 
1949. 

Throughout his profes- 
sional career Mr Woods 
has been closely identified 
with many aspects of local 
affairs in Northern Ireland. He has twice been Mayor 
of Newtownards, County Down, and was recently 
elected — for the third time — Deputy Mayor. He was 
also twice the President of the Association of Local 
Authorities in Northern Ireland. 

Shortly before the Second World War he helped to 
form the Newtownards Chamber of Trade, of which he 
is Honorary Secretary. For a number of years he 
campaigned to bring new industries to the town and to 
develop existing ones and the current prosperity of 





Newtownards can be said to owe a great deal to his 
tireless efforts. He was appointed a Justice of the 
Peace in 1953. 

A keen yachtsman, Mr Woods is Commodore of the 
Newtownards Sailing Club. He is also interested in 
flying, being Vice-President of the Ulster Flying Club. 

Mr Woods is married, has one daughter, and lives in 
Newtownards. 

Dr J. M. S. Risk, B.COM., PH.D., C.A., F.C.W.A., 
J.DIP.M.A., F.C.LS., F.B.I.M., M.LO.M., M.I.M.C., was 
re-elected a Vice-President of the Institute. He is 
Chairman of the Examination Committee and has 
written numerous articles and papers for management 
and accountancy publications. In business life, he 
works in the field of management consultancy and 
management education and training. 

Mr A. W. Howitt, M.A., F.C.A., F.C.W.A., J.DIP.M.A., 
who was also elected a Vice-President of the Institute, 
is senior executive partner of Peat, Marwick, Mitchell 
& Co, and a past-President of the Institute of Manage- 
ment Consultants. He has served on the ICWA 
Council since 1966 and is currently Chairman of the 
Research and Technical Committee. 


ACCA Approves Integration 


I has been expected, last week's meeting of The 
Association of Certified and Corporate Account- 
ants adopted the draft integration agreement by a large 
majority and with few dissentients. The voting on a 
show of hands was 140 members in favour and only 
three against. 

No poll was demanded, the President announcing 
that he held 5,247 proxies. Of these 4,790 (91:2 per 
cent) were in favour. 

This pattern of voting reflects the outcome of the 
extraordinary general meeting of the Association held 
on April 29th last year, when the scheme was approved 
in principle by 280 votes to 10 on a show of hands. 
Proxies held by the President on that occasion were 
4,957 for and 249 against. The total membership of 
the Association at January 1st, 1970, was 12,410. 

The three Institutes of Chartered Accountants will 
be holding their special meetings on June 24th, and The 
Institute of Cost and Works Accountants on July r1th. 
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Birthday Honours 


HE accountancy profession featured prominently in 

the Birthday Honours list published last Saturday, 
with no less than six members being created Knight 
Bachelor. There were also two CBEs, eight OBEs, one 
MBE, and one MVO. 

The Knights Bachelor are: 

Mr R. G. Leach, C.B.E., F.C.A., immediate Past- 
President of The Institute of Chartered Accountants 
in England and Wales, who is senior partner in Peat, 
Marwick, Mitchell & Co, of London. He has served 
on a number of Government committees, and was 
chairman. of the Consumer Committee for Great 
Britain from 1958-67. He has also been chairman of 
the Accountancy Advisory Committee of the Board of 
Trade since 1967. 

Mr C. E. M. Hardie, C.B.E, F.c.A., chairman of 
BOAC since July 1968, who is also a partner in 
Dixon, Wilson, Tubbs & Gillett, of London. 

Mr A. E. C. Drake, C.B.E., M.A., F.C.A., chairman, 
British. Petroleum Co Ltd, and a director of various 
subsidiary and associated companies. 

Lt-Col C. G. Larking, C.B.E., F.C.A., a partner in 
Larking & Larking, of Maidstone, for services to 
the British Legion. 

Mr Julian S. Hodge, F.A.C C.A., chairman, Hodge 
Group Ltd. 

Mr K. M. Wood, B.A., F.c.A., chairman, Concrete 
Ltd, for services to export. 


CBE 
Among those receiving the CBE are: 
Mr F. Clive de Paula, T.D., F.C.A., F.C.W.A., J.DIP.M.A., 
lately industrial adviser to the Department of Economic 
Affairs (latterly the Ministry of Technology), and 
senior executive partner in the management consultancy 
firm of Robson Morrow & Co, of London. 

Mr G. S. Nelson, F.C.A., general manager, Finance 
Corporation for Industry Ltd. 


OBE 

The accountant recipients of the OBE are: 

Mr T. A. Hamilton Baynes, M.A., J.P., F.C.A., formerly a 
member of the Council of The Institute of Chartered 





Mr A. E. C. Drake. 
Knight. 


Mr Julian S. Hodge. 
Knight. 
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Mr R. G. Leach. 
Knight. 


Mr C. E. M. Hardie. 
Knight. 


Accountants in England and Wales who is a member of 
the panel of judges of The Accountant Annual Awards. 

Mr P. C. J. Kirkman, F.A.c.c.A., a member of the 
Council of The Association of Certified and Corporate 
Accountants, a partner in the firm of Kirkman Manning 
& Kay, Certified Accountants, of Sheffield, and chair- 
man of the Sheffield Local Savings Committee. 

Mr C. E. Knight, F.c.A., F.I.M.T.A., financial director 
of the South Western Electricity Board. 

Mr T. A. Morgan, C.A., member of the Wales Gas 
Board. 

Mr G. I. Pout, F.c.a., treasurer, BOAC. 

Mr H. Wardle, F.s.a.a., lately accountant-general, 
Hongkong. 

Mr C. T. Williams, F.c.A., principal accountant, 
Ministry of Public Buildings and Works. 

Mr W. I. Winchester, C.A., M.INST.T., chief officer 
for financial research, British Railways Board. 


MBE 
Mr S. R. Turner, A.A.C.C.A., chief accountant, General 
Dental Council receives the MBE. 


MVO 

Mr T. Hunter Thomson, C.A., senior partner, T. 
Hunter Thomson & Co, Chartered Accountants, of 
Edinburgh, and a member of the Glenrothes Develop- 
ment Corporation has been created a member, fourth 
class, of the Royal Victorian Order. 





Be 
# 


Mr T. A. Hamilton Baynes. 
O.B.E. 


Mr F. Clive de Paula. 
C.B.E. 
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Mrs D. V. Brand, with Mr William M. McKenzie, F.C.I.S., Vice-President, and Mrs McKenzie. 


CIS Celebrates Merger 


HE President and Council of 'The Chartered 

Institute of Secretaries held a reception at the 
Banqueting House, Whitehall, on Wednesday of last 
week to mark the integration with the Institute of the 
Corporation of Secretaries. Guests were received by 
CIS President, Mr A. Peter Rivers, F.C 1.s., and his 
daughter, Mrs D. V. Brand. 

In a short address of welcome Mr Rivers told the 
gathering: 

“This Institute has operated under Royal Charter from 
1902 and has enjoyed Royal Patronage since 1911. 
Accordingly, the Council decided to mark this important 
development in the Institute's history created by the 
merger by submission of a loyal address to Her Majesty 
the Queen in the following terms: 

‘ “On the successful conclusion of the integration with 

The Chartered Institute of Secretaries of the Corpora- 

tion of Secretaries, the Council of the Institute with 

humble duty wishes to record this assurance of its deep 
gratitude for the continued gracious patronage of your 

Majesty and of its loyalty and devotion to the Crown." 
The following message from Buckingham Palace was 
received in reply: 

¿“The Queen sincerely thanks the Council of The 





Institute of Chartered Accountants in England and Wales 
Institute of Chartered Accountants of Scotland .. 
Institute of Chartered Accountants in Ireland 
Association of Certified and Corporate Accountants 
British Association of Accountants and Auditors 
Association of International Accountants .. 


Chartered Institute of Secretaries for their kind and 
loyal message on the conclusion of the integration with 
The Chartered Institute of Secretaries of the Corpora- 
tion of Secretaries. Her Majesty sends them her best 
wishes for the future." ' 


Accountants in the Election 


TS more accountants who offered themselves as 
candidates for election to the next Parliament are 
Mr John Davies, M.B.E., F.C.A., J.DIP.M.A., the former 
Director-General of the Confederation of British 
Industry, who is the Conservative candidate for 
KNUTSFORD; and Mr Alistair Dow, c.A., who is at 
present with an Edinburgh firm of stockbrokers and is 
the Liberal candidate for EDINBURGH NORTH. 

It is regretted that in some copies of last week’s 
edition Mr Edwin Hubbard, r.a.1.4., of London EC4, 
the Conservative candidate for EDMONTON, was in- 
advertently confused with another accountant of 
similar name, and we offer our apologies for any 
embarrassment which may have arisen from this error. 

The following table gives the distribution of these 
37 candidates between the various professional bodies 
and political parties. A list of the successful accountant 
candidates will be published next week. 


Scottish Ulster 
Conservative Labour Liberal Nationalist Unionist Total 
16 3 5 fe =r 24 
2 I I 2 — 6 
— — — — I I 
I I 2 — — 4 
I — — — — I 
I — — — — I 
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Lets talk 
Bank Loans! 












There are countless sound Banking branch office, or write 
reasons why you may needabank tothe Manager, Personal Loans 
loan right now. Dept. AT, at the address below. 

We would like to help you. 


We provide, in strictest confidence, 


| from £100 ds to b LOMBARD 
oans from upwards to be 
repaid monthly oU an agreed BANKING 


LIMITED 
period up to five years. Head Office: LOMBARD HOUSE, 


And without the expense of a first CURZON STREET, LONDON, W1A IEU. 


d Tel: 01- 499 4111 (30 lines) 
Or secon mortgage. Over 80 branches throughout the British Isles 


For details apply to the 
Manager of your local Lombard 
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The private 
company 
dilemma 
and how to 
solve it 


Shareholdings of a private company director 
may produce insuperable problems at death, 
and his family's finances suffer irreparable 
damage. 

Often the only way of raising the money to pay 
estate duty is an enforced sale or liquidation of 
the company. 

Many directors believe that the only way to 
avoid this is to sell some of the equity to an 
institutional investor. And this they have always 
resisted. 

In fact, itis possible to overcome the problem 
through a simple life assurance solution 

which may cost the director nothing and can 
ensure that no equity goes outside the family or 
families. 

We at Towry Law are insurance brokers 

with a great deal of specialist knowledge in this 
field. Our approach is a professional one 

and we are always happy to work with other 
professional advisers. 

If you would like more information on this 
service please complete the coupon below or 











write to or telephone our Estate Duty Department. 


Towry Law & Go. Ltd. 


INCORPORATED INSURANCE BROKERS, 


Winchester House, 77 London Wall, London E.C.2. 


Telephone 01-588 6244 


Please send me information on the Towry Law service relating to the 
private company. 


NAME 


ADDRESS 


EE eee SW C "SC CONTENT 
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Evening 
classes 


A second series of evening classes providing 
study in depth of the following subjects 
will be held in London from September 
to November on Mondays and Thursdays, 
6.30 p.m. to 8.30 p.m. 


Book-keeping and Accounts 


Chartered Intermediate 
ACCA Sections | and Il 


Executorship 


Chartered Final Part | 
ACCA Section IV 


Taxation 
Chartered Final Part | 
ACCA Section Ill 
Institute of Taxation 


Taxation 
Chartered Final Part II 
ACCA Section V 
Institute of Taxation 


For full particulars and enrolment form apply 
to: 


The Secretary 

Foulks Lynch (Classes) Ltd 
4/7 Chiswell Street 
London EC1 


Telephone 01-606 0255 


Foulks 
Lynch 
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Bank Interest Charges in Ireland 


OME concern has been expressed about the basis 

on which the Irish banks intend to charge over- 
draft interest after the present six-week-old dispute 
has been settled and banking services again become 
available to the public. Thousands of cheques are now 
piled up in the Clearing House and in scores of shops 
and offices which have cashed them for their regular 
customers. Whether these will eventually be debited 
to the accounts of the public on the date on which the 
actual entry is posted, or on the date written on the 
cheque — possibly many weeks or months earlier — 


THIS IS MY LIFE. 


Deficit and 
-Downfall 
by An — Accountant 


N the modern financial world the criminals are wont 

to be wily and sophisticated. "Uber manipulations 
are devious and complex, and when the controversies 
finally subside in court of law or in chamber of 
inquiry it is hard to discover if the accused is guilty 
or merely unlucky; more often hə vanishes into 
obscurity abroad than into the jail of his country. 

It was simpler 300 years ago, as witness the fate 
(historically authenticated) of Fouquet in The Man in 
the Iron Mask by Alexandre Dumas. 1 first read it in 
the pre-war years when Douglas Fairbanks played 
d’Artagnan in the silent film version, but I only 
appreciated the accountancy implications when I 
re-read the tale some weeks ago. | 

Nicolas Fouquet, Viscount of Melun and of Vaux, 
Marquis of Belle Isle, as finance minister of France 
under the young Louis XIV was notorious for his 
reckless extravagance. The funds of the kingdom 
passed through his hands, but the records of their 
disposal seem to have been inadequate and- a time 
came when Louis, at once envious and hostile, listened 
to the court whispers of peculation and ambition. . 

Dumas took up the tale when the old Duchess of 
Chevreuse approached Aramis, the one-time mus- 
keteer, asking him for 500,000 francs for letters signed 
by the late Cardinal Mazarin. According to them the 
minister had taken 13 million francs from the coffers 
of the State. She kept such little matters in reserve, 
she explained, since they might be of service some day. 

When Aramis refused she went to Colbert, the 
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seems uncertain and the same principle applies to 
lodgments. The difference in the amount of interest 
charged could be substantial. So far the Joint banks 
have not issued any authoritative statement. 

On the other hand the editorial in the current {rish 
Banking Magazine, the official journal of the Irish 
Bank Officials Association, contains some disturbing 
comments, as follows: 

‘The practice of making back-dated interest calcula- 
tions on cheques arriving at branch banks through the 
banks' clearing system has always been questionable. 

*Indeed, it would seem that the banks themselves were 
in some doubt as to its validity, as they were at pains to 


Intendant of Finances who, as Fouquet's rival, closed 
the deal at once. His luckpenny for the Duchess was 
an appointment for her with the Queen, whom the 
ruthless woman promptly blackmailed for 100,000 
francs. Ch | 

Incriminating letters were apparently a recognized 
medium of exchange in the pleasure-mad Court of 
Louis. To steal them from an ex-mistress or an em- 
ployer was almost as effective a means of ensuring 
subsequent recognition and promotion as is the 
possession of an accountancy qualification today. 

Meantime Aramis had rushed to warn Fouquet 
who had just that morning acquired the money to 
finance his latest banquet by selling the post of pro- 
cureur-general to the parliament of Paris for 1,400,000 
livres. Francs and crowns, livres and pistoles, occur 
and recur through the stilted translation, but the 
tragedy builds up superbly because it is based on fact. 

Fouquet was unperturbed. He remembered the 
13 million francs quite well as the profit on a land 
concession; he had returned them to Mazarin as war 
expenses and had obtained the receipt. (I had a 
momentary pang, as I read the chapter, at the absence 
of books of account, the lack of public accountability 
over the years and the total ignorance of the protective 
nature of the audit function!) 

But there was no receipt to be found in the bundles 
of paper in the secret drawer in the big ebony bureau 
inlaid with gold and mother-of-pearl. It had been 
stolen! (Oh, for the steel filing-cabinet and the care- 
fully-written receipt book with the green vouch- 
marks!) Colbert was even then telling Louis that the 
books did not balance, that the misappropriation was 
about to be declared and confirmed (Colbert was wise 
in money matters — perhaps he was an accountant 
manqué?) and ruin was the result. Fouquet went to the 
Bastille in 1661. After a trial that lasted three years 
the judges recommended banishment, after confisca- 
tion of his property. | 

It may have been difficult to prove embezzlement in 
the haphazard system of the time, but Louis the Sun 
King had a simple approach to legality. He merely 
changed the sentence to one of life imprisonment in 
a dungeon and death delayed its coming until 1680. 
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„Stress to staff that no notification whatever, either verbal 
OT | written, should be given to the public of the intention 
_ to ‘introduce these. additional charges, 

‘The recent alteration i in the system, where the banks 
are recovering at least in part losses incurred by them 
in the present dispute at the expense of the public, again 
raises the question of the ethics of this practice. 

"The recent instruction to charge back-dated interest 
for the entire period of delay in clearing cheques, some- 

.times as long as 22-23 days, goes much further than the 
. original malpractice. These additional and exorbitant 
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interest charges are now being made in accounts which 

are currently in funds, on the tenuous grounds that the 

credit. balance may be artificial, if the manager is of 

opinion that the account would be overdrawn at this 

time of year. T'he legality as well as the morality of this 
. development must now be in question. 


Our correspondent observes that in view of the bad: 
hitting charges outlined in the editorial, a reply from 
the Irish Banks Standing Committee is awaited with 
interest. 


Government Controls on Direct 
Overseas Investments 


by J. D. HANSON, LL.B., F.C.A. 


HE benefits or otherwise to the United Kingdom 

economy of direct overseas investments have been the 
subject of considerable debate and controversy in recent 
years. It is, however, beyond argument that government 
controls on direct overseas investments are highly complex, 
and the purpose of this article is to provide a guide to the 
main features of these controls, although no attempt is 
made to pass value judgements on whether they are 
reasonable or effective. 

There are three separate legislative constraints which 
can affect direct overseas investments by UK. companies, 
namely, the Exchange Control Act 1947, section 482 of the 
Income and Corporation 'l'axes Act 1970 and the Borrowing 
(Control and Guarantees) Act 1946 with the various Control 
of Borrowing Orders made thereunder. In addition, there 
is a so-called ‘voluntary programme’ of restrictions on 
direct investment in certain sterling area countries. In 
practice, any company contemplating a direct overseas 
investment must consider carefully the extent to which 
it falls within one or more of these controls, and ensure that 
it obtains the requisite consents. 

Before considering the various controls in detail, it is 
perhaps as well to define what is meant by direct investment. 
For this purpose the Bank of England’s definition is as good 
as any, namely, that direct investments are: 

‘(a) those in which the investor establishes, expands or 
consolidates an economic enterprise with the intention 
of participating in its management or operation; and 

'(b) trade investments, where the investor establishes or 
maintains commercial links with other companies to 
further his existing business.' 


Exchange Control Act 1947 


There are no restrictions under the Exchange Control Act 
1947 on direct investment in.the scheduled territories (to 
give the sterling area its official name), which at present 
comprise the British Commonwealth (except Canada and 
Rhodesia), the Irish Republie, British trust territories, 
British protectorates and protected states, Iceland, the 


Hashemite kingdom of Jordan, Kuwait, Libya, South 
Africa and South West Africa, The People's Republic of 
Southern Yemen, and Western Samoa. 'T'he remainder of 
this section therefore relates to direct investments outside 
the scheduled territories which do require the permission of 
the Treasury under the Act, since they are bound to involve 
payments in one form or another to persons resident outside 
the scheduled territories or the transfer of securities in a 
non-resident company to a person resident in the UK. 

Although the Act provides for all permissions to be given 
by the Treasury it is well known that the Treasury has 
delegated its powers in this respect to the Bank of England. 
The ground rules governing direct overseas investments 
outside the scheduled territories are set out in Bank of 
England Notice EC 18, and are summarized below. 

The general rule is that permission will not be given for 
investments which are likely to bring a net disadvantage to 
the UK balance of payments and that permission will only 
be given for other investments if they are financed by what 
is called “appropriate foreign currency borrowing’. Appro- 
priate foreign currency borrowing is borrowing either by 
the investing company in the UK or by the overseas 
subsidiary from either a UK bank or from non-resident 
sources, and which is not repayable in less than five years, 
and is in any event repayable out of the earnings of the 
investment. If these conditions are satisfied, interest on the 
borrowing may be remitted at the official rate of exchange. 
Where a UK parent company is required to guarantee 
borrowing by a non-resident subsidiary, implementation 
of the guarantee is normally allowed on the same terms as 
would have applied to repayment of the borrowing if it 
had been directly undertaken by the parent company. 


Super and normal criteria 


Investments which satisfy one .of two very stringent 
criteria are normally permitted on slightly more favourable 
terms. If an investment will directly promote exports of 
UK goods or services, and promises benefits to the UK . 
balance of payments at least equal to the amount of the 
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investmerit within 18 months, and continuing thereafter, it 
will satisfy what is called the ‘super criterion’, whilst if the 
investment does not exceed {25,000 per project per year, or 
exceeds £25,000 per project per year but promises benefits 
to the UK balance of payments at least equal to the amount 
of the investment within three years, and continuing 
thereafter, it will satisfy what is called the ‘normal criterion’. 

Whilst appropriate foreign currency borrowing is 
regarded by the Bank of England as an acceptable method of 
financing investments which satisfy either the super 
criterion or the normal criterion, permission will be given 
in the case of projects satisfying the super criterion for the 
remittance of up to {50,000 or 50 per cent of the total 
cost of the investment, whichever is the greater, at the 
official rate of exchange, and the balance either by the use 
of investment currency or the export free of payment of 
capital equipment and stock-in-trade. Projects satisfying 
the normal criterion may be financed by the use of invest- 
ment currency, or by the export free of payment of capital 
equipment and stock-in-trade. 

Other methods of financing direct investments which 
will be considered for approval by the Bank of England are 
the use of retained profits, the capitalization of current 
indebtedness due by an overseas subsidiary company, an 
exchange of shares, or the export of goods on a consignment/ 
sale or return basis or on extended credit terms in the case of 
capital goods. In every case, application for permission 
must be made to the Capital and Securities Office at the 
Bank of England, setting out full particulars of the proposed 
transaction. | 

By virtue of section 3o (1) of the Exchange Control Act 
1947, the Treasury may require any person resident in the 
UK who has control over a company incorporated outside 
the UK to comply with certain requirements, which include 
the furnishing of information and the declaration and pay- 
ment of dividends. The Bank of England will normally 
require a sight of the annual profit and loss accounts and 
balance sheets of overseas subsidiary companies, and will 
expect maximum remittance of dividends. The Bank have 
indicated that they would normally expect dividends to 
equal two-thirds of net earnings after tax. 

Finally, permission is needed for the disposal of direct 
investments in overseas companies. 'lhis permission is 
normally given where the Bank of England are satisfied that 
in all the circumstances the terms of the transaction are 
fair and reasonable. 

Where the sale is to another UK resident for sterling, 
the permission is normally given on condition that invest- 
ment currency equal to 25 per cent of the consideration is 
surrendered, but this rule may be waived where the transfer 
js to an associated company in the context, for example, of 
an administrative reorganization of a group of companies. 
Where the disposal is for foreign currency, application may 
be made for the proceeds of sale to be treated as investment 
currency. Whether such a ruling would be given is depend- 
ent on the record of repatriation of earnings to the UK 
during the time the investment had been held, but would 
in any event be subject to the 25 per cent surrender rule. 


The voluntary programme 


Although, as stated above, direct investments inthe scheduled 
territories are outside the restrictions of the Exchange 
Control Act 1947, there has been since 1966 a so-called 
voluntary programme of restraint on UK investment in the 
developed countries of the sterling area, namely, Australia, 
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New Zealand, South Africa and the Irish Republic, and 
the Chancellor announced in his recent Budget speech 
that this voluntary programme would be retained for the 
time being, notwithstanding the improvement in the UK 
balance of payments position. In practice, the voluntary 
aspect of the programme is generically similar to volunteer- 
ing for a sergeant-major's fatigue party. 

The main features of the voluntary programme as set out 
by the 'Treasury are that investments in the four named 
countries should be postponed wherever possible, or 
financed by appropriate foreign borrowing. In any event, 
companies contemplating such investments are asked to 
discuss in advance with the Bank of England projects 
involving expenditure of over £25,000 per country per year, 
however financed, and remittances from the UK are dis- 
couraged unless they are to finance projects which promise 
benefits to the UK balance of payments at least equal to 
the amount of the investment within three years and 
continuing thereafter. Furthermore, the Treasury have 
indicated that they would expect continuing remittances 
of profits equal to two-thirds of net earnings after tax. 


Non-resident companies 


Section 482 of the Income and Corporation Taxes 
Act 1970 derives from section 468 of the Income Tax 
Act 1952. Section 468 appeared in Part XXIV of the 1952 
Act — ‘Miscellaneous special provisions’ — and the side 
note read ‘restriction of certain transactions leading to 
avoidance of income tax or profits tax’. By contrast, section 
482 appears in Part XVII of the 1970 Act — ‘Tax avoidance’ 
— and the side note has been abbreviated to ‘Migration etc. 
of companies'. Since, however, the Income and Corporation 
Taxes Act 1970 is purely a consolidation measure, the 
substance of the section has not been altered and, in fact, 
it gives the Treasury control over a variety of transactions 
relating to direct overseas investments since it provides in 
subsection (1) that the following classes of transaction shall 
be unlawful unless carried out with the consent of the 
Treasury: 
‘(a) for a body corporate resident in the United Kingdom to 
cease to be so resident; or 
‘(6) for the trade or business or any part of the trade or 
business of a body corporate so resident to be trans- 
ferred from that body corporate to a person not so 
resident; or 
'(c) for a body corporate so resident to cause or permit a 
body corporate not so resident over which it has 
control to create or issue any shares or debentures; or 
'(d) except for the purpose of enabling a person to be 
qualified to act as a director, for a body corporate so 
resident to transfer to any person, or cause or permit 
to be transferred to any person, any shares or debentures 
of a body corporate not so resident over which it has 
control, being shares or debentures which it owns or 
in which it has an interest.' 


Subsections (2) and (3) exempt certain transactions with 
bankers and insurance companies in the ordinary course 
of business from the operation of subsection (1) (c). 

The Treasury have power under subsection (4) to give 
either general consents relating to particular types of trans- 
actions or specific consents relating to one transaction only. 
General consents are currently in force in respect of the 
following transactions: 


(1) In respect of transactions falling within paragraphs 
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(a) and (5) of subsection (1) where the body corporate 
resident in the UK is incorporated after the passing of 
the Income Tax Act 1952 for the purpose of carrying 
on a new trade or business and more than 5o per cent 
of the issued share capital is in the beneficial owner- 
ship of persons not ordinarily resident in the UK. ` 


(2) In respect of transactions falling within paragraph (c) 
which consist of the issue by a body corporate not 
resident in the UK ('company A") but under the 
control of a body corporate resident in the UK 
('company B') of shares for full consideration paid 
either in cash or for the acquisition of any business 
undertaking or property. This consent does not 
apply: (a) íf the shares are redeemable preference 
shares; or (b) if the shares are issued to a non- 
resident company controlled by company B, or to 
individuals having control over company B; or (c) 
if the effect of the transaction is to cause control of 
company À to pass out of the hands of company B. 


(3) In respect of transactions falling within paragraph (c) 
where the non-resident body corporate was incor- 
porated after December 31st, 1951, for the purpose 
of starting and carrying on a new industrial activity 
in any Commonwealth territory, and is resident in that 
Commonwealth territory. 


(4) In respect of a transaction falling within paragraph 
(d) which consists of the transfer of shares to a body 
corporate resident in the UK, unless the effect of the 
transaction is to cause control of the non-resident 
corporation to pass out of the hands of the UK 
transferor. 


(5) In respect of a transaction falling within paragraph 
(b) which consists of the outright sale of a business or 
part of a business to a non-resident provided that: 
‘(a) The sale is for full consideration paid in cash; 

(b) The consideration for the sale does not exceed 
£50,000 ; 

(c) The buyer is not a body corporate over which 
persons ordinarily resident in the United Kingdom 
have control; 

(d) The buyer has no interest in the business of the 
seller and the seller has no interest in the business 
of the buyer; 

*(e) The sale is not associated with any other operation, 
transaction or arrangement whereby the business 
(or the part of a business) which is sold, or any 
interest in that business (or part of a business), may 
revert to the seller or to any person who has an 
interest in the business of the seller.' 


Application for specific consent 


Where a proposed transaction requires consent under 
section 482, but is not covered by one of the general con- 
sents it is necessary to make application to the Secretary, 
HM. Treasury (AP), Great George Street, London SWr, 
in the form of a letter replying to a questionnaire issued by 
the Treasury on the same document as sets out the general 
consents referred to above. The key questions are perhaps 
numbers 28 and 29, where the applicant is required to give: 


*An estimate of the difference between the amounts of 
United Kingdom corporation tax (including corporation 
tax on chargeable gains) and income tax (including tax 
under Schedule F), taking into account the close company 
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provisions if applicable, which would be payable as a result 
of the proposed transaction and those payable under 
existing arrangements’; and 


‘An estimate of the effect of the transaction on the 
United Kingdom balance of payments. This estimate 
should include the provision of the following information: 


'(a) details of both the current annual value and the 
expected value after the proposed transaction has 
taken place of: i 
* (i) the company's export earnings; | 
(u) all funds remitted to the United Kingdom to 

meet tax, head office and other expenses, or out 
of profits (whether by way of dividends or 
otherwise); 


'(b) the amount of any capital receipts which will be 
remitted to the United Kingdom as a consequence of 
the transaction ; 


'(c) the amount of any funds or reserves which will be 
transferred out of the United Kingdom as a con- 
sequence of the transaction.’ 


The Treasury have power to refer applications under 
this section to an advisory panel, and the panel's terms of 
reference require them to weigh the applicant's reasons for 
undertaking the transaction against the prospective loss of 
revenue or foreign exchange to the UK and to advise 
whether, on a balance of considerations, consent should be 
granted in the national interest. 

Section 482 is the only section in the tax statutes involving 
criminal liability in England, and any person guilty of an 
offence under the section is liable on conviction on indict- 
ment to two years’ imprisonment or a fine of £10,000 or to 
both, or in the case of an offence by a body corporate to a 
fine up to three times the corporation tax, profits tax, capital 
gains tax and income tax which is attributable to the income, 
profits or gains arising in the 36 months immediately 
preceding the commission of the offence, or £10,000, 
whichever is the greater (subsection (6)). 

For the purpose of the section, the residence of a body 
corporate is to be determined by reference to where its 
central management and control is exercised (subsection (7)). 

The circumstances covered by paragraphs (a), (c) and 
(d) of subsection (1) are fairly clear, but it 1s not always clear 
whether a proposed transaction falls within paragraph (6). 
Subsection 9 provides that a mere transfer of assets by a 
body corporate not resulting in a substantial change in the 
character or extent of the trade or business in that body 
corporate shall not be treated as a transfer of a part of the 
trade or business, but it is understood that the Treasury 
take the view that the sale of know-how to an overseas 
purchaser in exchange for an equity interest in that pur- 
chaser constitutes the transfer of part of a trade or business, 
and falls within paragraph (b). 


Borrowing (Control and Guarantees) Act 1946 


The Borrowing (Control and Guarantees) Act 1946 gave the 
Treasury power to make orders controlling borrowing in 
Great Britain and the Treasury have exercised this power 
by a succession of Control of Borrowing Orders, of which 
the latest is the Control of Borrowing Order 1958 (SI 
1958 No. 1208), as amended by the Control of Borrowing 
(Amendment) Order 1967 (SI 1967 No. 69). The general 
trend of the various Control of Borrowing Orders issued 
since the first in 1947 has been in the direction of relaxation, 
but borrowing in Great Britain by overseas governments 
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and companies still requires the consent of the Treasury 
unless: 


(1) The transaction consists of the issue of securities 
denominated in a currency other than sterling. Rights 
issues are covered by this exemption. 


(2) The amount involved does not exceed £50,000 in any 
12-month period. 


(3) The loan is repayable on demand, or within six 
months. ` 


(4) The borrowing is from a bank or discount house in 
the ordinary course of business. 


Where a transaction does require consent under the 
Control of Borrowing Orders, an application should be 
made to the Bank of England (Overseas Investment Office), 
and such application may be combined where relevant with 
an application for consent under the Exchange Control Act 
1947 or for approval under the voluntary programme. The 
Chancellor of the Exchequer has announced that during the 
period of voluntary restraint, consent under the Control of 
Borrowing Order to borrowing in the UK by residents of 
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Australia, New Zealand, South Africa and the Irish 
Republic would only be given in cases which promise an 
early substantial and continuing benefit to the UK balance 
of payments. Consent to borrowing by residents of other 
sterling area countries is given if deemed advantageous to 
the economy and balance of payments of the territory 
concerned provided there 1s no demonstrable and avoidable 
detriment to the UK balance of payments. 

This article has dealt exclusively with direct overseas 
investments by companies, since the overwhelming bulk 
of such investment is undertaken by companies. The 
Exchange Control Áct 1947, the voluntary programme, and 
the Control of Borrowing Orders apply equally to trans- 
actions undertaken by individuals, and although section 482 
of the Income and Corporation Taxes Act 1970 does not 
apply to transactions undertaken by individuals, attention 
is drawn to section 478 of the Income and Corporation . 
Taxes Act 1970 (formerly section 412 of the Income Tax 
Act 1952) — ‘provisions for preventing avoidance of income 
tax by transactions resulting in the transfer of income to 
persons abroad’ — which is in a sense the counterpart for 
individuals of section 482. 


Towards Definitive Accounting 


RE existing" Recommendations on Accounting 
Principles published by The Institute of Chartered 
Accountants in England and Wales derive their 
authority, so it is said, from their general acceptability. 
The Committee on Accounting Procedure of the 
American Institute of Certified Public Accountants in 
Research Bulletin No. 7 expressed this idea quite 
clearly by saying: ‘Initially accounting rules are merely 
postulates derived from experience and reason — only 
after they have proved useful and generally acceptable 
do they become principles of accounting. This must 
mean that the recommended procedures can be seen 
to be used in practice in a sufficient number of cases to 
justify the use of the phrase ‘generally acceptable’. 
The English Institute's recent Statement of Intent 
puts it in these words: 
‘The complexity and diversity of business activities 
give rise to a variety of accounting practices justifiably 
. designed for and acceptable in particular circumstances.’ 
From the standpoint of accounting theory the nature 
of the recommendations and the procedures followed 
in their derivation must be appreciated. First, with the 
exception of N15 — ‘Accounting in relation to changes 
in the purchasing power of money' — they deal with 
particular topics in isolation. Second, there is the 
problem of the approach and the time scale for 
exposure of the draft and criticism of it. 


Standards 


by IDRIS HICKS, B.Com., F.C.A. 


Discussions leading to recommendations may origin- 
ate from the Institute, from a regional Technical 
Advisory Committee or from. a subcommittee of a 
regional Technical Advisory Committee. The subject- 
matter of one submission from the Institute was Group 
Accounts under the Companies Act 1948 and 1967. A 
subcommittee of the Institute's Technical Committee 
appointed on October 20th, 1966, was asked to consider 
the following terms of reference: 


"Io prepare a recommendation on the preparation 
and presentation of group accounts, with particular 
reference to group accounts in the form of consolidated 
accounts, with a view to the replacement of the notes 
by the Taxation and Research Committee issued in 
May 1949 entitled “Group accounts in the form of 
consolidated accounts” and to give particular considera- 
tion to the problems of computing pre-acquisition profits 
and losses of subsidiaries for the purpose of consolidated 
accounts.’ l 


The choice of this particular submission was made 
for two reasons — first, it was asking for the making of 
a new recommendation, an earlier attempt in 1961 
having been abortive for various reasons, and second, 
it was contentious. The initial work was done by the 
aforementioned subcommittee of the Institute Tech- 
nical Committee and required twenty-four meetings 
between October 20th, 1966 — the date of the appoint- 
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ment of the subcommittee — and September 6th, 1968, 
the date of the report and draft statement which the 
TAC and the regional TACs were to be asked to 
consider and on which they were to make comments 
which the subcommittee would consider before 
submitting the draft to its main committee — Technical 
Committee of the Institute. 

What is of interest is the time scale of the exposure 
to the TAC and the regional TACs. The letter sending 
out the report and draft statement was dated Sept- 
ember 18th, 1968, the TAC was to consider the 
document at their meeting on September 26th, 1968, 
and the regional TACs were to make their submissions 
to the subcommittee by not later than October 24th, 
1968. By any standards this is a tight schedule if any 
fundamental revision of the draft statement is con- 
templated. It is on these grounds that it is suggested 
that the draft statement and other revisions of recom- 
mendations are almost bound to ‘lead’ the TAC and 


regional TACs to accept at least in principle the draft 


recommendation. Moreover, the subcommittee that 
prepared the draft statement is a closed committee in 
the sense that it is an Institute committee composed of 
practising chartered accountants although it is conceded 
that it has powers of co-option. | 


A new approach 


Now, if any fundamental revision of accounting 
*principles' is to be sought it is submitted that the basic 
approach within which the recommendations and their 
revision are discussed should be reconsidered. One 
method might be to submit the issue to be resolved to 
the TAC and the regional TACs in the form of terms 
of reference asking them to consider and to make 
recommendations to the subcommittee of the Insti- 
tute's Technical Committee. (The Institute of Cost 
and Works Accountants’ winter research programmes 
come to mind.) The regional TACs could then form 
broader-based committees and subcommittees which 
may include other interested disciplines. It is agreed 
that there is a dilemma here for the Institute in that it 
wishes to demonstrate its leadership but it 1s felt that 
the present structure of committees and subcommittees 
is overweighted by accountancy, indeed professional 
accountancy thinking, at a time when this type of 
thinking is being challenged as being fundamentally 
in error. 

A subcommittee of a regional TAC may originate 
discussion of particular issues. Thus ‘Investment 
Grants and their treatment in Accounts gave scope 
for such a discussion in that while earlier recommenda- 
tions catalogued generally accepted procedures for 
dealing with specific accounting problems this recom- 
mendation omitted to include as a recommended pro- 
cedure the Scottish Institute's proposal that invest- 
ment grants should be treated as additions to capital 
employed in spite of having acknowledged the accept- 
ability of this method in the body of the text. The point 
suggests that before the issue of the Statement of 
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Intent the Institute was already making a choice as 
between acceptable methods. 'l'he issue is even more 
important, however, since there is a fundamental 
difference of view as to the nature of these grants. 
The English Institute regards investment grants as 
being revenue while the Scottish Institute takes the 
view that they are capital by nature. 


Logical and consistent 


Two serious deficiencies arising from this approach 
may be mentioned. First, in the absence of a body of 
postulates and principles from which logical and 
consistent practices could be derived, there is a danger 
that the recommended ‘generally accepted’ procedures 
in respect of these topics may be less than logical and 
consistent taken one with another. Second, the recom- 
mendations as they exist at present do not assist very 
much in the evolution of such a theoretical structure of 
postulates, principles and practices as would lead to 
a consistent and logical approach to the solution of 
problems in accountancy as they arise. 

A final general point refers to the unfortunate cases 
which have recently hit the headlines and which have 
tended to bring into disrepute the high degree of 
‘permissiveness’ of the recommendations. It is in the 
light of the above remarks that the Statement of Intent 
has to be examined. 

The key objective of the Statement of Intent is clearly 
stated in the first paragraph which asserts that ‘the 
Council will intensify its efforts to narrow the areas of 
difference and variety of accounting practice by pub- 
lishing authoritative statements on best current 
accounting practice which will, wherever possible, be 
definitive’. Paragraph 3 goes on to state that ‘departures 
from definitive standards should be disclosed in com- 
pany accounts or in notes thereto’, and teeth are put 
into the intention by the suggestion that ‘if disclosure 
of accounting bases or departures from definitive 
accounting standards is not made in the accounts or in 
notes thereto, appropriate reference should be made in 
auditors’ reports’. 

The implication of the Statement of Intent is. far 
reaching — that is, it appears that somehow or other out 
of the variety of generally acceptable accounting prac- 
tices the Council will choose those practices which are 
more generally acceptable than others. Two questions 
immediately come to mind. First, what machinery will 
be developed by the Council to make these choices? 
Secondly, on what bases or by what criteria will these 
judgements be made? 


External Influences 


As to the first question the Statement of Intent states 
in principle that 'in establishing new accounting 
standards the Council will provide an opportunity for 
appropriate representative bodies to express their 
views by giving wide exposure to its draft proposals' 
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and that ‘the Council will forthwith establish machinery 
for furthering these proposals and to this end will seek 
the advice and assistance of representatives of industry, 
fnance and commerce’. The practical procedures that 
have so far flowed from the above statements appear 
to be as follows: 

Initially the drafting of new statements and recom- 
mendations will be in the hands of Working Parties 
which will be responsible to a Steering Committee. 
Thereafter the draft will be released for ‘exposure’ for 
a period of 60 days for discussion and comment by 
interested parties and the profession at large. The 
composition of the Steering Committee is to be 11 
members of the English Institute, three nominees of 
the Scottish Institute and one nominee of the Irish 
Institute, together with liaison members appointed by 
other representative bodies. 

The procedures adopted prior to the issue of the 
Statement of Intent have been criticized on the 
grounds that due to the tight time scaedule imposed 
by a subcommittee of the Institcte’s Technical 
Committee there is a tendency for the TAC and the 
regional TACs to be ‘led’ to accept the statement or 
draft recommendation in principle and that due to the 
composition of these committees and the predominance 
of accountancy thinking on them the submissions are 
being considered in the context of historic accounting 
which 1s under serious challenge outside the profession. 
There appears to be nothing in the proposed machinery 
which suggests that there is any fundamental change 
in this pattern so that much theoretical discussion will 
be inhibited from the outset. This is why in the 
interests of accounting theory opportunity should be 
taken to broaden the exercise to take into account the 
views of economists and other interested groups as 
well as those of accountants and otaers in finance, 
industry and commerce. 


Accounting for inflation 


Fundamentally the exercise is still being carried out 
within the context of Recommendaticn No. 15 while 
a fundamental review of the role of accountancy should 
start with a rigorous analysis of that recommendation 
to see if we still wish to follow it and if not to see what 
alternative procedures or bases might be adopted. 
The list of 19 topics comprising the first five-year 
programme includes ‘Accounting for Changes in the 
Purchasing Power of Money’ which is the subject- 
matter of Recommendation No. 15 and it is hoped that 
top priority has been given to the d:scussion of this 
particular topic having regard to -ts fundamental 
importance in current accountancy practice. In other 
parts of the world the inclusion of other than pro- 
fessionally orientated opinion has been said to have 
had a powerful effect on the development of a more 
consistent and theoretical approach to the problems of 
accountancy as the following quotation indicates: 


‘In America and to some extent in Australia the 
university teachers of accounting have considerable 
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influence over what is accepted as best practice. This has 
led the academic accountants, and thus the profession, 
in those countries to seek to establish accounting as a 
. rigorous system of logic which is built like Euclidean 
` geometry upon a number of basic ' *postulates". As one 
might imagine there is more than one school of thought 
over these postulates.'! 


The approach is asking for something more than a 
greater degree of standardization of procedures. 


Theoretical framework 


The establishment of criteria by which the selection 
of new standards is to be made is in any case crucial to 
the exercise. Paradoxically the exercise implied in the 
Statement of Intent may yet assist in the problem of 
creating a theoretical structure for accountancy. If the 
choice is to be made between different accountancy 
practices for dealing with the same problem, in a way 
which is consistent and logical over the whole range of 
the recommendations both present and future, then 
the criteria by which the choices are made will not only 
have to be evolved but will have also to be made 
explicit. As a consequence the Council may find itself 
led into a less pragmatic and more systematic study of 
the whole issue of accounting standards which in turn 
might well lead to the approach envisaged in ine 
following statement: 

"Ihe problem of financial accounting should be 
visualized as requiring attention at four levels: first, 
postulates; second, principles; third, rules or other 
guides for the application of principles in SE 
situations; and fourth, research. 

‘A fairly broad set of een accounting prin- 
ciples should be formulated on the bases of the postulates. 

. The principles together with the postulates should. 
form a framework of reference for the solution of detailed 
problems.'? 


The aforementioned report in The Accountant of 
May 7th, 1970, entitled 'Institute's Approach to 
Accounting Standards’ offers much encouragement 
although it is ackowledged as being a long-term project 
proceeding parallel with the immediate tasks resulting 
from the Statement of Intent. The words of importance 
are as follows: 


‘Besides its machinery to deal with eit aspects of 
accounting standards, the Institute was setting up a 
working party to study the basic purpose and meaning 
of accounts. This would be a matter of pure research 
and study on a long-term basis, and would proceed in 
parallel with the main work of the Accounting Standards 
Steering Committee.’ 


Here perhaps the services of academics in the field 
of accounting, economics and allied studies can play a 
significant part. 


1 "True and Fair View — Fact or Fiction.’ T. Gambling (Account- 


ancy, March 1970). 


? Inventory of Generally Accepted Accounting Principles for Business 
Enterprises by Paul Grady. (American Institute of Certified Public 
Accountants Inc.) . 
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Sportsmen's Benefits and Schedule E 


by SIDNEY I. SIMON 


A a general rule, a gift or a voluntary allowance is 
not taxable income of the recipient. But it should 
be borne in mind that that which is given because of 
personal esteem which the giver has for the recipient 
may be engendered by business or professional 
associations. This quite commonly arises in the case of 
gratuities or other perquisites received by professional 
sportsmen, where the line between taxability and 
exemption is often finely drawn. 


Professional cricketer's benefit match 


A professional cricketer who is awarded the proceeds 
of a benefit match to him is not taxable on what he 
gets. In Reed v. Seymour (6 ATC 433; 11 TC 625), 
James Seymour was a professional cricketer employed 
by the Kent County Cricket Club. The committee 
of the club in the exercise of their absolute discretion 
granted a benefit match to him. The proceeds of the 
match, together with certain public subscriptions, were 
invested in the names of the trustees of the club, and 
the income therefrom paid to the beneficiary (Mr 
Seymour) in accordance with the rules of the club. 
Subsequently, the investments were realized and the 
proceeds paid over to Mr Seymour who applied them, 
with the approval of the trustees, in purchasing: a 
farm. The Revenue did not attempt to tax what Mr 
Seymour got from public subscriptions. The question 
was whether he was taxable on the proceeds of the 
benefit match. 

It was held that what he got was 1n the nature of a 
gift, and was not taxable. In the House of Lords, the 
Lord Chancellor (Viscount Cave), put it this way 
(6 ATC 435; 11 TC 646): 

“The question to be answered is, as Mr Justice Rowlatt 
put it: “Is it in the end a personal gift or is it re- 
muneration?", If the latter, it 1s subject to the tax, if 
the former, it is not.’ 


Viscount Cave continued: 


‘Applying this test, I do not doubt that in the present 
case the net proceeds of the benefit match should be 
regarded as a personal gift and not as income from the 
appellant’s employment. The terms of his employment 
did not entitle him to a benefit, though they provided 
that if a benefit were granted the committee of the club 
should have a voice in the application of the proceeds. A 
benefit is not usually given early in a cricketer’s career, 
but rather towards its close, in order to provide an 
endowment for him on retirement, and, except in a very 
special case, it is not granted more than once. Its purpose 


is not to encourage the cricketer to further exertions, but 
to express the gratitude of his employers and of the 
cricket-loving public for what he has already done and 
their appreciation of his personal qualities. It is usually 
associated, as in this case, with a public subscription; 
and, just as those subscriptions, which are the spon- 
taneous gift of members of the public, are plainly not 
income or taxable as such, so the gate moneys taken at 
the benefit match which may be regarded as the con- 
tribution of the club to the subscription list, are (I 
= think) in the same category. If the benefit had taken 
place after Seymour's retirement, no one would have 
sought to tax the proceeds as income, and the circum- 
stancé that it was given before, but in contemplation of, 
retirement does not alter its quality. The whole sum — 
gate money and subscriptions alike — is a testimonial 
and not a perquisite. In the end, that is to say when all 
the facts have been considered, it is not remuneration for 
services but a personal gift.’ i 


Professional cricketer — contract of employment 


Bruce Dooland was a professional cricketer employed 
under a written agreement by the East Lancashire 
Club in accordance with the rules of the Lancashire 
Cricket League. Part of one of the terms of the written 
agreement provided: l 
‘Collections shall be made for any meritorious per- 
formance by the professional with bat or ball in any 
Lancashire League or Worsley Cup match in accordance 
with the rules for the time being of the Lancashire 
Cricket League’. 


That meant in effect that if Mr Dooland scored a 
required number of runs or took a required number of 
wickets, he could send the hat around the grounds. In 
Moorhouse v. Dooland (33 ATC 410; 36 TC 1), the 
question was whether what went into that hat was 
taxable? The Court of Appeal held that the collections 
were taxable. They arose out of Mr Dooland's con- 
tract of employment. Jenkins, L], deduced the 
following principles (at pages 418; 22): 

‘(i) The test of liability to tax on a voluntary payment 
made to the holder of an office or employment is 
whether, from the standpoint of the person who . 
receives it, it accrues to him by virtue of his office 
or employment, or in other words, by way of 
remuneration for his services. 

(u) If the recipient’s contract of employment entitles 
him to receive the voluntary payment, whatever 
it may amount to, that is a ground, and I should say 
a strong ground, for holding that from the stand- 
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point of the recipient it does accrue to him by 
virtue of his employment, or in other words by 
way of remuneration for his services. 


*(111) The fact that the voluntary payment is of a periodic 
or recurrent character affords a further, but I 
should say a less cogent, grourd for the same 
conclusion. 


‘(iv) On the other hand, a voluntary payment may be 
made in circumstances which show that it is given 
by way of present or testimonial on grounds per- 
sonal to the recipient, as for example a collection 
made for the particular individual who is at the time 
vicar of a given parish because he is in straitened 
circumstances, or a benefit held for a professional 
cricketer in recognition of his long and successful 
career in first-class cricket. In suca cases the proper 
conclusion is likely to be that the voluntary payment 
is not a profit accruing to the recipient by virtue 
of his office or employment but a gift to him as an 
individual paid and received by reason of his 
personal needs in the former example and by reason 
of his personal qualities or attainments in the 
latter example.’ 


After referring to Mr Dooland's contract of service 
and his entitlement to collections in appropriate 
circumstances, the Lord Justice adced 

'that occasions on which he attained cne or other of the 

stipulated performances, and enjoyed a collection 

accordingly, recurred with considerable frequency, 
there having been no fewer than eleven of such occasions 
during the 1951 season’. 


It should be particularly noted that a payment has 
to be looked at from the point of view of the recipient, 
not from that of the payer. 

After reference to Reed v. Seymour, Birkett, LJ, 
drew attention to what appeared a great anomaly 
between that case and the case with which he was 
dealing. However, the Lord Justice thought that 
facts were quite different in the two cases, and that the 
decisive fact in Mr Dooland’s case was ‘the contract 
of employment which had provided for these very 
collections to be made for him in the circumstances 
which arose in this case’. 


Professional footballer's benefit 


In Davis v. Harrison (6 ATC 536; 11 TC 707), a 
benefit received by a professional footballer was 
held to be taxable. Mr Harrison was employed by 
Everton Football Club Ltd. That club was bound by 
the rules of the Football League, Rule 9 of which 
provided in part: 
‘Clubs may enter into agreements with players after 
three playing seasons' continuous service providing for 
a benefit after five playing seasons' continuous service. 
All benefits must be sanctioned bv the Management 
Committee but shall not exceed £6zo. Players shall be 
qualified for a second benefit after ten playing seasons' 
continuous service.' 


Mr Harrison was paid a first benefit of £500. Later 
he was transferred, but under a rule of the Football 
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League Evérton paid him {650 as a reward for loyal 
and meritorious service. 
As the Judge said in the High Court (page 542; 
os 
— before he was transferred the club had given him a 


a undertaking agreeing to his having a second 
benefit after ten consecutive years’. 


The Judge then went on to refer to the ' matter of 
business’ and concluded: 


‘He has earned this just as much as he earned anything 
else in the service of the club.’ | 


That last sentence is really the crux of it. The 
professional footballer was taxable on remuneration 
for services rendered in his employment. 


Other professional footballers’ benefits 


In Corbett v. Duff; Dale v. Duff; Feebery v. Abbott 
(20 ATC sr; 23 TC 763), a benefit which each pro- 
fessional footballer got was held to be remuneration 
in respect of the footballer's employment as a football 
player and in each case the benefit was not a mere 
personal testimonial. 


Professional rugby players 


Amateur rugby is controlled by the Rugby Union and 
professional rugby by the Rugby Football League. 
There is also an amateur Rugby League, but a player 
in that league is barred from playing Rugby Union. 
Professional rugby is played mostly in the north of 
England. A professional player under the Rugby 
League is not guaranteed employment like a pro- 
fessional soccer player. The professional rugby player 
gets so much per match if he is selected. The amount 
he gets depends on the result of the match and whether 


. he is playing for the first or second team. There is no 


doubt that everything the professional rugby player 
gets from playing rugby is taxable. But an amateur 
rugby player who turns professional under the Rugby 
League gets a lump sum signing-on fee, once and 
once only. 

In Farrold v. Boustead; McInnes v. Large; McInnes v. 
Sims (43 ATC 209; 41 TC zor), the question in each 
case was whether the signing-on fee was taxable. 
In each case it was held that it was not. Two argu- 
ments found favour with the Special Commissioners: 


(1) The signing-on fee was not a payment for the 
playing of professional rugby, but was an 
inducement to the individual to put himself in a 
position to play professional rugby at admittedly 
full rates of pay. 

(ii) The signing-on fee was paid to the amateur 
for him to give up his amateur status. This 
particular reasoning led the Court of Appeal to 
find that each signing-on fee was not taxable. 


Another and later case involving a signing-on fee 
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received by an amateur rugby player on becoming a 
professional rugby player under the Rugby League 
was Riley v. Coglan (46 ATC 162; 44 TC 481). 

This time the signing-on fee was in consideration 
of the player agreeing to serve the club, and so was 
taxable. Documents were in a usual printed form but 
an additional clause had been added and the effect 
of that clause was to link the rendering of services to 
the signing-on fee. 

Subject to the wishes of the parties, and their 
bona fides of course, the moral seems to be to get the 
documents right. 


Christmas presents to a huntsman 


Mr Wright was a huntsman, first to the Bathurst 
Hunt and later to the Woodland Pytchley Hunt. In 
each year when he was so employed he received 
presents in cash at or about Christmas time. Most of 
these came from persons with whom he was in contact 
in his capacity as a huntsman, and many of them were 
his personal friends. When he was engaged by the 
hunts concerned nothing was said about tips or 
Christmas presents. However, it was well known to 
be a widespread custom in those hunts to give such 
^ presents, usually at the Boxing Day meet. There was 
no reminder or circular to followers, nor any organized 
collection or ‘cap’. 

If there was no Boxing Day meet, Mr Wright did not 
receive many presents. In Wright v. Boyce (37 ATC 
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233; 39 T'C 160), the question was whether the cash 
presents to Mr Wright were taxable. 'l'he Special 
Commissioners held that they were (except for any 
gifts from persons who had no connection with the 
hunt with which Mr Wright was employed at the rele- 
vant time). The reason was that the cash presents 
(other than the exceptions just mentioned) accrued to 
him by virtue of his employment. 'l'hat decision was 
upheld both by the High Court and the Court of 
Appeal. 


Summary 


The ‘benefit’ of a professional cricketer is not taxable, 
but if his contract of employment provides for a. 
collection to be made for any meritorious performance 
by the professional with bat or ball, the collection 1s 
taxable. 

A professional footballer’s benefit is jasa. 

An amateur rugby player who gets a lump sum 
for signing-on as a professional under the Rugby 
League is generally not taxable on what he gets. He 
is really giving up amateur status for good and all. 
But if there is an additional clause to link the signing- 
on fee to the rendering of services, the lump sum 1s 
taxable. 

If a huntsman gets Christmas presents because 
there is a hunt custom to that effect he is taxable on 
what he receives. That is so even although the gifts 
are voluntarily made by the people making them. 


Historical Accounting 


O" the opposite page is a reproduction of the 
accounts of the North of Scotland Fire and Life 
Assurance Company for its first year of trading, 
ended on April 29th, 1837. The original was discovered 
recently in an antique shop by Mr Alan M. Brenner, 
F.C.A., F.T.L.I., to whom we are indebted for bringing 
this to our notice 

The company was founded in Aberdeen.in April 
1836, and opened its first London office (at 1 Moorgate, 
EC2) in 1839. Its first chairman was John Cruickshank, 
LL.D., whose signature can be seen with those of his co- 
directors in the lower left-hand corner of the page. 
The company's name was changed in 1849 to the 
Northern Assurance Company, under which title it 
carried on business for more than a century before 
becoming a part of the Commercial Union group. 

John Smith, junior, appears to have performed his 
audit of the company's first accounts with com- 
mendable despatch; and on May 27th, 1837, four 
weeks after the close of the year, he certified that the 
books of the company 'appear to be correct, and that 


the above Statements contain a true Abstract thereof’. 
Upon the establishment of the Society of Accountants 
in Aberdeen in 1867, there was a John Smith who 
became its foundation President and held that office 
until 1869, although it cannot be said with certainty 
that this is more than the coincidence of a not-un- 
common name. | 

The audited accounts were ‘attested’, or adopted, at 
a general meeting of the company held on June rst. It 
was evidently not compulsory for accounts to be 
circulated 21 days beforehand in 1837. 

General expenses appear to have been apportioned 
to the fire and life departments roughly in proportion 
to the gross premium income of each; in the fire 
department, which was charged with much the larger 
share, these expenses substantially exceeded claims 
paid. The life department paid out more for agents’ 
commission than for medical reports. The whole 
statement was prepared apparently on a cash basis, and 
shows no provision for unexpired risks or accrued 
liabilities. 
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LETTER FROM AMERICA 
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Who Called It Simple Arithmetic ? 


from Our New York Correspondent 


LMOST' before the ink of the President's signature 

was dry on the Tax Reform Act of 1969, critics of 
the present income tax system began pressing for 
another bite at the reform cherry. At last count, the 
House Ways and Means Committee (which holds the 
jealously-guarded privilege of initiating all money 
measures) had almost 1,200 tax bills on its agenda. As 
concern over the inflationary trend continues to mount, 
there will be pressure for still more bills — to extend the 
5 per cent income tax surcharge (now due to expire on 


June 30th) and in other ways to add fiscal teeth to the ` 


. existing monetary restraint. 

In this congressional election year, it is doubtful 
whether many of these proposals will find their way on 
to the statute book. Representative John W. Byrnes, 
senior Republican on the Committee, has been 
quoted by Business Week as admitting: “We just cannot 
take time to deal with each and every bill proposed by a 
member of Congress'. 

The taxpayer is not in this.fortunate position. He is 
obliged to take time to comply with each and every 
tax bill passed by Congress. So he is now girding 
himself to grapple with the ‘tax shelter’, ‘minimum 
tax’, ‘maximum tax’, ‘moving allowance’ and other 
- refinements introduced by the 1969 Act, and due to 
take effect with this year’s form. But it seems that his 
spirits have already been dashed as the result of a 
change that took place with the 1969 tax year, and that 
required no Congressional approval, 

After serving for many years with little alteration; 
the arrangement of the renowned tax form No. 1040 
was suddenly revised last year. The traditional treat- 
ment of deductions was changed in manner, though 
not in substance. À new schedule for pension income 
was introduced — so complicated, it has been said, 
that only retired people could possibly afford the time 
to work out what it meant. A new page for calculation 
of the taxpayer’s own total tax liability was added. 
. But users found little enough to support the en- 
thusiasm of Mr Jain Macleod, Britain’s shadow 
chancellor, when he commented upon the efficiency 
and ‘exciting possibilities’ of the self-assessment 
system, after a mission of party experts had visited the 
United States early this year. 
>. Even the officials who devised the new 1040 form 
- ‘are less than happy with it. To help elderly taxpayers 
? sto grapple with its complexities, and to point out ways 


in which as many as half of them are believed to be 
assessing themselves too heavily, the administration has 
had to set up an assistance programme manned by 
specialists who understand the rules. Such professional 
groups as the New York Society of Certified Public 
Accountants have prepared lists of likely taxpayer 
errors and. of refinements — for instance, tbe right to 
deduct the cost of Boy Scout trips and of used clothes 
given to the Salvation Army — that are usually over- 
looked. 

One of the most irritating features of the revised 
form is that the instructions for filling it in are printed 
on the back of the pages that must be posted to the 
Revenue. The taxpayer is thus left without a file copy 
against which to check his submission or to prepare a 
strategy for next year. Mr Randolph W. Thrower, 
Commissioner of Internal Revenue, is reported to have 
admitted last month that this change had probably 
been a mistake and might be reversed in 1970. 

Indeed, the Federal authorities seem to be having 
great difficulty in defending their earlier claim that the 
new form represents a simplification of its predecessor, 
or that filling it in is a matter of 'simple arithmetic'. 
For the taxpayer, the problems are compounded by 
the number of other authorities with the power of the 
purse. Almost all the States now levy income tax in 
their own right, as also do New York and various other 
large cities. A few of the more far-seeing States save 
themselves (and the taxpayer) trouble by calculating 
their levy as a percentage of that due to the Federal 
Government. Others are more jealous of their right, for 
instance, to accord special treatment to interest earned 
by a holder of the bonds that they issue. Although 
armed with less effective policing powers than the 
Federal Government, they persevere in requiring 
separate forms and special calculations from their 
residents. 

Labouring under this load of income tax, Americans 
show little pleasure when complimented on the 
efficiency of their tax system. They are prepared to 
believe that their tax gatherers must be highly skilled, 
since they are no more numerous than in Britain but 
succeed in extracting revenue from 80 million tax- 
payers — over three times as many as in Britain. 
Strangely enough, the skill of the operation seems to 
do nothing to assuage the frustration and pain of the 
patient. 
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Long-term Fixed Price Contracts 


CCOUNTING problems posed by the effect of rising 

costs on long-term fixed price con-racts are reflected 
in the accounts of Swan Hunter Group Ltd, the Tyneside 
shipbuilders. Note r to the accounts mentions that pro- 
visions for losses on long-term contracts have been made 
insofar as it is possible to judge their extent — which is not 
exactly far when costs are spiralling upwards as fast as they 
are at present. 

‘Approximately £5 million’ has bsen provided for 
losses on contracts for very large tarkers entered into 
during 1967. Further than this no profi: accruals on work 
done by the shipbuilding subsidiaries of the group have 
been taken into account because of the virtual impossibility 
of accurately forecasting whether there will, in fact, be a 
profit when the contracts are completed. There have also 
been provisions for losses on contracts secured by Swan 
Hunter Shipbuilders, the history of which company is 
shown in Note 7 to the accounts. 

-The group's auditors, Price Waterhouse & Co, qualify 
their report to the extent that the prov:sion made for the 
losses on completion of long-term contrects has been made 
so far as it is possible to estimate such lasses ‘when current 
escalation in costs makes it virtually imoossible accurately 
to forecast at this time the outcome of long-term fixed 
price contracts’. 


1967 Orders 


In his statement with the accounts Sir John Hunter, 
the chairman, states that losses on three 250,000-ton 
tankers, the orders for which were secu-ed in 1967 before 
the merger of the shipyards on the Tyne, are proving in 
the event to be substantially greater than was envisaged. 
In the preparation of the 1968 accounts :t was decided that 
during the initial operating years of Swan Hunter Ship- 


builders Ltd, losses should be spread over the building 


period. In the light of the increase in loss, the board has 
decided that full provision should be made in the 1969 
accounts. A total of approximately £5 million has been 
provided on the basis that it should adequately cover an- 
ticipated losses on existing contracts ‘so far as it is possible’. 

The chairman adds that in recent years the trading profit 
has included an assessed amount for >rofit on work in 
progress on uncompleted contracts. "We have thought it 
wise because of current inflationary trends’, Sir John says, 
'to abandon this practice and no such amounts have been 
included in the trading profits for 1969 in the case of the 
shipbuilding subsidiaries of the group’. 

This conservative treatment is considered necessary 
because of current cost escalation outside the company’s 


power to control. Although every effort has been made to. 


assess the situation realistically, it is ‘extremely difficult 
at this time accurately to forecast the results of current 
contracts’, 


Swan Hunter e Problems 


Three tankers 


‘It is important to emphasize’, the chairman states, ‘that 
nearly the whole of the loss provisions which we have 
thought it prudent to make, relate to contracts for three 
tankers of 250,000 tons deadweight. These contracts were 
taken in advance of the merger in 1968 to keep the yards in 
production, and the bulk of the labour force employed, 
while the merger was being achieved’. The orders were 
taken at the world price prevailing at that time and there 
was some help from the Shipbuilding Industry Board. 

At the price, no margin either for escalation or profit was 
possible, and losses were therefore inevitable. An unfore- 
seen factor has emerged in that the company was proved 
wrong in the assessment of the labour cost in building the 
ships. This is an experience the company seems to have 
shared with practically all its foreign competitors, including 
the Japanese. 

The sheer scale of the construction, and the distances 
and heights involved in carrying it out, ‘has led to a rise 
rather than the anticipated fall in the man-hours involved 
per ton of steel with the increase in size of ship’. As a 
result labour costs have greatly exceeded original cal- 
culations. 

Unless one has seen one of these shipping monsters 
close to it is difficult to get a true umpression of their size, 
let alone the complexities of their construction. 

Every effort is being made to reduce production costs by 
the adjustment of construction methods, and the lessons 
learnt through the building of these mammoth ships will 
clearly stand the group in good stead in future similar 
operations. 


£254 millon orders 


Apart from these particular orders and their ER 
the flow of inquiries for ships continued at an unprecedented 
level all last year and is currently still strong. Orders on 
hand at the time Sir John reported to shareholders totalled 
72 ships worth over £254 million, with deliveries extending 
well into 1974. Most of these orders were obtained from 
mid-1968 onwards following an upsurge in demand and 
provided increases in costs can be reasonably controlled, 
they are considered overall to be profitable. 

‘It is intended for the present’, the chairman says, ‘that. 
in the case of new orders provision will be made in ship- 
building contracts for prices to be subjected to some form 
of escalation to give cover against the inflation risk’. Orders 
to a substantial value have Irene been acquired on this 
basis. 

Against this order background, a new v panel shop is being 
erected which when 1n full operation by the end of 1971, 
will increase by an average of 500 tons a week the erecting 
of steel in the shipbuilding berths. The net cost of the 


THE 
924 


project, after taking grants into account, will be some £2 
million. 

Taking the extent of the provisions and the anticipated 
profits from current working into account, the board 
considers that 1970 should show a substantial recovery and 
a return to profitability. That being so dividend is held 
at a total of 73 per cent. 


English Calico 


"THE activities of the group are predominantly related 

to the production and sale of thread and general 
textile products throughout the world. They also include 
retail shops and non-textile activities, particularly paper- 
making and printing.’ This describes the activities of 
English Calico Ltd, which is the holding company following 
the merger of the former English Sewing Cotton and 
Calico Printers Association groups and the spread of 
activities is in process of being narrowed down. 

Turnover in the year to January 31st, 1970, was Z r52:4 
million compared with {156-7 million in 1968-69, but 
pre-tax profits fell from {10°39 million to {7-16 million. 
The retail businesses are apparently giving the most 
earnings trouble, with retail profits only £347,000 in the 
past year on a turnover of {24:27 million compared with 
£851,000 on £23:18 million in the previous year. Not that 
textile margins are particularly generous under current 
conditions. 

But for government intervention English Calico would 
probably by now have been a Courtaulds subsidiary. It was 
the Courtaulds bid for English Calico that brought a govern- 
ment ban on further big-scale textile mergers — a ban that 
has been lifted to allow Courtaulds’ rival, ICI, to take 
over Viyella International and, probably, Carrington and 
Dewhurst. 

The English Calico problem has been reorganizing and 
. redeveloping to make good the loss of "Terylene' royalty 
income, which in the past year was down from £2,316,000 
to only £683,000 and which this year will be only about 
£130,000. 


New era 


Mr Neville Butterworth, the chairman, says that ‘the group 
is NOW emerging into an era when the emphasis must swing 
from putting right the mistakes of the past to concentrating 
our energies on the future. With adequate liquid resources 
we are looking for every opportunity for expansion’. 

In the past year there was a considerable clearing out of 
sub-interests. The remaining interest in Westport Textiles 
in Ireland was sold to Seafield Gentex in exchange for 
further shares in that company. An agreement was com- 
pleted to sell a majority part in Lebel (East Africa) and, 
since the year-end, the group interest in Thermo Plastics 
Ltd has been sold. | 

Three activities — two UK garment companies and 
stretch cover business in Holland and Germany — ceased 
before the year end and had trading losses of £751,000 in 
1969-70. Adjustment arising in respect of prior years of 
the garment companies and all terminal expenses have 
been charged against reserves. 

A plant inventory has been completed at dyeing and 
finishing works, and items not required as a result of 
reorganization have been written down to estimated 
realizable value. Against shop fixtures and fittings 'not 
adequately depreciated in former years, an appropriate 
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write-off has been made? to a total of approximately 
£360,000 after tax reliefs and charged against reserves. Net 
profits of £465,000 on sales of fixed assets have been 
transferred to capital reserves. 

In total, £2,332,000 after tax relief has been charged to 
reserves in respect of special write-downs of surplus build- 
ings equipment and fixtures, terminal losses, reorganiza- 
tion and works closure costs, prior year and other items, in 
what seems to have been a grand clearance. 


Coats Patons 


Js how difficult 1969 was as a textile year is shown 
in the accounts of Coats Patons which, incidentally, 
are presented in their usual exemplary manner. At 12:6 
per cent on assets employed, profits — before tax and loan 
interest — were well down on the 1968 level of 15-7 per cent 
and were at the lowest ratio shown in the five-year statistical 
record. In money terms, assets employed were up from 
£158-67 million to £174:52 million but profits before tax 
and loan interest were down from {24-92 million to £22-o1 
million. 

Equity earnings were back from 19:8 to 16-7 per cent — 
again the lowest in the five years. ‘Trading profits were 
down approximately f1-1 million, or 4 per.cent, with 
foreign profits including exports down by £800,000, or 
3:7 per cent, and UK profits by £300,000, or 6:9 per cent. 
Pre-tax profits fell by £2-9 million, or 12-6 per cent, after 
absorbing an increased interest charge of approximately 
£1-9 million. 

Against a drop of such an extent in pre-tax profits, the 
accounts show a fall of £2 million in tax provisions, which 
looks high in proportion. The reason is that the drop in 
foreign profits was essentially in high tax areas — notably 
the United States — and a relatively larger share of the 
funds needed for investment abroad was met out of retained 
profits with a consequent saving in withholding tax. 


Litigation 


HE matter of outstanding litigation, and the extent to 
which it should be noted in company reports, is cur- 
rently a matter of contention; but few companies, for- 
tunately, can vie with Fore Street Investments Ltd in this 
particular sphere. Mr N. G. Westbrook, the chairman, 
devotes more than half his statement with the latest 
accounts, to references to various outstanding legal matters. 
Fore Street Investments seems to attract litigation like 
picnics attract wasps. Towards the end of last year, Mr 
Westbrook reports, the company was offered £250,000 for 
a site at Sale, Cheshire, owned by a 9o per cent Fore 
Street subsidiary. The site currently has a book value of 
£90,000 and the offer was attractive. 

The minority shareholder was consulted, as the board 
‘thought it right’ to do so but, reports Mr Westbrook, ‘the 
response of this minority shareholder was to issue a writ 
and register a lis pendens with the object of attempting to 
prevent a sale’. 

But a further complication is that having obtained 
‘comprehensive legal and accountancy advice’ on the tax 
implications of a sale at the offer price, it seems that the tax 
situation is so complex and potentially so onerous that the 
best interests of the company might not be served by an 
outright sale at the offer price anyway. Instead, the possi- 
bilities of development of the site are being explored. ` 
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CITY NOTES 


HATEVER the result that will emerge with this 

issue of The Accountant, there will at least be relief 
in the City that the General Election is over and dane with. 
Nothing numbs the stock-market into inactivity more than 
uncertainty. Even the most unpalatable fact is better for the 
market than the merest suspicion of doubt. 

So there is hope that the election will be followed by 
better stock-market turnover. The volume of business 
immediately before the election was small indeed - on 
some days ‘markings’ barely rose above the 6,000-a-day 
level and a fair proportion of those deals were probably in 
small money amounts. 

In such times there is inevitably a revival of pressure for 
the disclosure of daily turnover in the market. The figures 
are known internally for the compilation of the monthly 
turnover figures which are issued at a respectable distance 
into the next month. 

It does seem more than a little odd that in these days 
of computers and instant communication by pushed 
button or flicked switch and closed circuit television, that 
the stock-market in the most important financial centre of 
the world will not — rather than cannot — report its daily 
business in a form any more accurate than the number of 
bargains voluntarily recorded by members during part of 
the day’s trading. 

There is probably not much prospect of this situation 
improving until business is conducted on the permanent, 
as distinct from the present temporary, new ‘floor’. 


HE Bank of England’s Quarterly Bulletin is not the 
source one would normally turn to for any indication of 
institutional compassion on the subject of inflation. But in 
summing up the current economic position and prospects, 
the latest Bulletin puts considerable emphasis on a par- 
ticular aspect of inflation. 
The Bank of England states — although not in so many 
words — that those who suffer most from inflation are the 
people who cannot or will not make a fuss. Those who do 


not or can not demand massive wage increases, or do not or 
cannot go on strike, are those who suffer most from inflation 
because they get left behind in the rat race for wage 
demands. 

That, of itself, is nothing new but it is interesting to 
see the point made and made quite forcibly by the Bank of 
England. 


REEING of the Canadian dollar coupled with the 

uncertainties created by US and UK economic and 
political developments have combined to cause some minor 
— but many may consider prophetic — stirs in the foreign 
exchange market. Since the German mark revaluation late 
last year there has.been a period of relatively easy peace 
in foreign exchanges. Now, once again, there is beginning 
to build up a certain degree of nervous tension as discussion 
begins to move again towards the currency consequences of 
present inflationary pressures. 


3⁄ * * * 


T would be stretching credibility a considerable distance 

to say that publication of the Investors' Overseas Services 
accounts for 1969 have helped to restore confidence. 
Earnings at half the level anticipated at the time of the 
IOS share marketing and some 30 per cent down on the 
1968 level, plus Sir Eric Wyndham-White's forecast of a 
current year operating loss, cannot add up to confidence. 

Neither can Sir Eric's criticism of past management, the 
extent of loans made to directors and officers, the questions 
raised concerning the IOS/King Resources involvement, 
and the auditors’ heavy qualifications. Arthur Andersen & 
Co, the auditors, consider that to make the financial state- 
ment complete there should be 'disclosure of more specific 
identification of persons and individual amounts applicable 
to each person involved'. But this information cannot be 
provided ‘because banking laws in several of the countries 
in which its [IOS] banking subsidiaries operate contain 
restrictions on such disclosure.’ 


RATES AND PRICES 


Closing prices, Monday, June r5th, 1970 


Tax Reserve Certificates: (25.2.70) Companies 5195; 
3% surrendered for cash; Personal 4% 


Bank Rate 
Oct. 19, 1967 .. 6% Sept. 19, 1968 te 9% 
Nov. 9, 1967 .. 64% Feb. 27, 1969 .. 8% 
Nov. 18, 1967.. . 8% Mar. 5, 1970 .. <= 7196 
March 21, 1968 .. 75% Apr. 15, 1970.. 7% 
Treasury Bills 
Apr. 10 .. £7 _1510°93d% May 15 .. £6 16s o:684% 
Apr. 17 .. £6 ras 6'i4d9 May 22 .. £6 175 2:42d% 
Apr. 24 .. £6 15s 5°47d% May 29 .. £6 17s 2°77d% 
May r: .. £6 rssi10:47d?$ June s .. £6 17s 3:06d9 
May 8 .. £6 rss 6:26d% June 12... £6 17s11:81d9$ 
Money Rates 
Day to day 5$—6$ Bank Bills 
7 days Sé 21-649, 2 months 8-84% 
Fine Trade Bills 3 months 8-84% 
3 months 83-9% 4 months 8-84% 
4 months 81-997, 6 months 81-8196 
6 months 83-04% 


Foreign Exchanges 
New York .. .. 273957 Frankfurt 87280 
Montreal .. Ga 2:5095 Milan  .. 150770 
Amsterdam 8:6915 Oslo - 17:1235 
Brussels 118:92 Paris es 13°2285 
Copenhagen 179725 Zürich .. Ka 10°3380 
Gilt-edged 
Consols 4% 411 Funding 695 1993 . 67 


Consols 24% Sen 235i Savings 3% 60-70 .. 99 


Conversion 32% . . 36i Savings 3% 65—75 . 82 

Conversion 5% 1971 . 97% Treasury 64% 1976 .. 95 

Conversion 54% 1974 .. 91€ Treasury 34% 77-80 .. 63% 
Conversion 6% 1972 .. 96i Treasury 34% 79-81 .. 624 
Funding 3195 99-04 . 404 Treasury 5% 86-89 .. 6of 
Funding 4% 60-90 . 961 Treasury 54% o8-12 .. 584 
Funding 54% 78-80 . 73i Treasury 24% .. .. 25i 
Funding 54% 82-84 . 69 Victory 4% .. 96% 
Funding 52% 87-91  .. 65% War Loan 33% 35% 
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Some Points for Accountants on the Finance Acts 


OLLOWING discussions with the allied accountancy 

bodies on a number of points of general practice which 
the allied accountancy bodies had raised with them, the 
Board of Inland Revenue have issued the following 
statement. 


Valuation of shares in controlled companies 
for estate duty purposes 


(Finance Act 1940, section 55) 


The Board have been asked whether in the valuation of 
shares in a controlled company (under section 55, Finance 
Act 1940) account is taken of any potential liability of the 
company to tax on capital gains on a future disposal of the 
company’s assets. The practice of the Estate Duty Office 
is to make an appropriate allowance so far as the possibility 
of a charge on capital gains is thought to affect the valuation 
at the date of death; unless there were reason to foresee 
disposals in the reasonably near future any allowance would 
normally be small. 


Capital gains tax: non-resident company 
(Finance Act 1965, section 41) 


Where a United Kingdom shareholder in a non-resident 
company which would be a close company if resident in the 
United Kingdom is chargeable to capital gains tax on a 
proportion of a capital gain accruing to that company, the 
appropriate proportion of any overseas tax payable by the 
company in the country where it is resident in respect of 
its gain is regarded as deductible in computing the share- 
holder’s capital gain (Finance Act 1965, Schedule 6, 
paragraph 20); alternatively, tax credit relief may be allow- 
able for the overseas tax (Finance Act 1965, section 39). 


Capital gains tax: debt on a security 
(Finance Act 1965, Schedule 7, paragraph 11 (1)) 


The definition of 'security' in paragraph 5 (3) (5) of Sched- 
ule 7 of the Finance Act x965 which applies also for the 
purpose of paragraph rx (1) of that Schedule is regarded 
as exhaustive so that the debt must be a loan stock or a simi- 
lar security of a government, public or local authority 
or company. The view 1s also taken that the reference to 
loan stock implies in general a class of debt the holdings in 
which are transferable by purchase and sale and the words 
“whether secured or unsecured’ in the definition make the 
existence of a charge immaterial. 


Capital gains: initial repairs to property 
(Finance Act 1965, Schedule 6, paragraph 4 (1)) 


Expenditure on initial repairs to a property (including 
expenditure on decorations), undertaken in order to put it 
into a fit state for letting and not allowable for the purposes 
of Case VIII of Schedule D, is regarded as allowable 
expenditure for capital gains tax purposes under paragraph 
4 (1) of Schedule 6, Finance Act 1965. Such expenditure 


would also be allowable in computing a Case VII gain 
under the basic rule in section 13 (1), Finance Act 1962. 


Relief for interest payments: loans for purchase 
or improvement of land 


(Income and Corporation Taxes Act 1970, section 57: 
Finance Act 1969, section 19) 


(a) Husband and wife. — In the case of husband and wife 
living together relief will be allowed for interest paid by 
either spouse notwithstanding that the relevant property 
rights in the house or land in question are owned wholly 
or partly by the other. ‘This is in accordance with the general 
Inland Revenue practice governing tax reliefs in the case of 
husband and wife living together. 


(b) Inherited properties. - Where a property subject to 
mortgage passes from A to B under a will or on intestacy, 
then if A was entitled to tax relief for the mortgage interest 
B will also be so entitled; and B will also be entitled (while 
he remains the owner of the property) to relief for the 
interest on a fresh loan, whether secured on the property 
or not, so far as applied in paying off the inherited mortgage. 
If, however, A was not entitled to relief for the mortgage 
interest (because the mortgage moneys were not used for a 
qualifying purpose), B will not be entitled to relief either 
for that interest or for interest on a fresh loan raised to 
pay off the mortgage. 


Relief for interest payments: loans made on or 
before April 15th, 1969 


(Income and Corporation Taxes Act 1970, section 
62 (1) (a); Finance Act 1969, section 24 (1) (a)) 


Under the above-mentioned provisions (as amended by 
paragraph o (2) and (8) of Schedule 4 to the Finance Act 
1970) relief will extend to all annual interest falling within 
the general words of Case III of Schedule D, even though 
in the hands of the recipient the interest may be assessed 
under another case of that schedule (e.g., as banking profits) 
or exempt from tax (e.g., as income of a charity). Where 
the loan was granted upon the terms that it must be repaid 
in less than a year the interest would not be regarded as 
annual interest. In cases where the loan could be called in 
but the terms did not require repayment within one year the 
Revenue will look at the facts. | 


Relief for interest payments: loans to purchase 
machinery or plant used by a partnership 


(Income and Corporation Taxes Act 1970, section 
22 (1); Finance Act 1969, section 60 (1)) 


Under paragraph 9 (1) and (8) of Schedule 4 to the Finance. 
Act 1970, the above provisions are amended to give 
relief for interest paid in the basis period corresponding to 
the year of assessment for which the partnership is entitled 
or liable to the relevant capital allowances or balancing 
charge. 
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Correspondence 


The Future of the Accountancy 
Profession 


Sir, — Many members of the Institute will have forgotten, 
and many new members will not have known of, the basic 
arguments advanced in support of the scheme in 1956 for 
the integration of the then Society of Incorporated 
Accountants with the Institute. 

Your correspondent, Mr T. Robertson, in a letter 
published in your issue dated June 11th, has, by quoting 
extracts from the document circulated in support of that 
scheme, given a timely reminder of what I consider to be a 
real danger in the present scheme and, as Mr Robertson 
rightly says, ‘cogent arguments against the 1970 model’, 

As one who was closely concerned in the 1956 scheme 
from origin to completion I well remember that, although 
many problems had to be settled, there was one basic 
matter of principle which was never in doubt or questioned 
during the long period of negotiation. ‘That was to the effect 
that any relaxation of the standard of training by allowing 
it to be gained to any large extent on commercial rather than 
professional experience would be a retrograde step. The 
experience of the last 14 years has in my opinion done 
nothing to alter views which were obviously then held by 
the large majority of members of both bodies. 

I do not believe that any 'safeguards', let alone those 
contained in Chapter VI of the new draft by-laws, can fully 
preserve the principles so clearly stated in 1956. On that 
score I feel bound to vote against the present proposals. 
One is sad at having to differ from colleagues who have put 
such time, thought, enthusiasm, and hard labour into the 
other proposals, many of which are to be commended, 
and to the general need for development of the profession, 
but there it is. 


Yours sincerely, 


Stanmoré, Middlesex. DONALD V. HOUSE, r.c.4. 


SIR, — I have read the letter over the names of Mr Hugh 
Nicholson and Mr Bruce Sutherland in your issue of June 
4th and write to record my support for their objectives. 

I think the scheme is largely, but not wholly, bad and I 
shall oppose it on three main heads. 

Firstly, proper training to a professional accountant 
cannot be given in the office of a public authority, or a 
commercial or industrial organization. 

Secondly, a two-tier membership is not in the interests 
of the profession nor is it practicable. 

Thirdly, I do not think that a merger with two bodies, 
The Institute of Municipal Treasurers and Accountants 
and The Institute of Cost and Works Accountants, with a 
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different although by no means inferior ethic from that of 
the accountancy profession in practice and in commerce, is 
a desirable development but it may be claimed to be con- 


sequential upon the training proposals which are the basis 


of my first objection. 

I enjoyed the courtesy of your correspondence columns 
in November 1968 and April 1969 and there set out my 
views on the scheme at some length. I would not propose 
to burden you with them again. I shall hope to attend the 
meeting at the Albert Hall and to be allowed sufficient 
time to address that meeting to put my views fully so that 
they will form part of the verbatim report of the meeting 
to be circulated to members before they are committed 
to a final vote. 

I trust that the many members of the Institute with whom 
I have discussed this scheme and with whom I have, in 
general, found complete agreement, will record their votes 
in what may be the last opportunity to save our profession 
from a disaster. 


Yours faithfully, 


London EC2. H. O. H. COULSON, F.C.A. 


SIR, — It is regrettable that the integration scheme prepared 
by the accountancy bodies, which faces the problems of the 
future so commendably, should be attacked in the retro- 
grade manner of Mr Hugh Nicholson and Mr Sutherland. 

Mr Nicholson, in an interview, talked of 'dilution of 
standards’ but this is patently nonsense and one cannot 
but wonder what is the true motivation of those who 
oppose the scheme on this basis. Is it a fear of competition, 
or of advanced accountancy technology, and are they seek- 
ing protection in an entrenched closed shop? It is noticeable 
that it is some of the older members that have reacted in 
this way. 

Mr Nicholson further complains that many members of 
the integrated body would not have served articles in a 
professional office and implies that, zpso facto, they are 
inferior beings, possessing much lesser skills than those 
that have done so. Does he seriously contend that an 
accountant who was not articled, and is now financial 
controller to a {50 million company is professionally 
inferior or less competent than another who has never 
dealt with anything larger than a family greengrocer but 
who happened to serve his training under articles? n 

No, sir, this simply will not do. Further, the public 
will be ensured that those who set up in practice as chart- 
ered accountants will not be able to obtain a practising 
certificate unless they have served 30 months in a practising 
office. What more can Mr Nicholson and his sympathizers 
honestly demand? 

The profession was a long time shaking off the old 
stereotyped ways and unimaginative thinking that was 
leading it into disrepute. In the last ten years or so it has 
improved its techniques beyond recognition, but it has not 
similarly improved its image. The changes have been forced 
upon it so that it may cope with the advance that is taking 
place in accounting for management, both in industry 
and practice. Now the scene is set for the next step which 
will make the profession, as a whole, attractive to the high- 
ability young men of today. 

It is to be hoped that members of the various bodies 
will listen to their Presidents and their Councils and dis- 
regard the petty objections of these 'flat-earthers'. Cer- 
tainly, if they are successful in their campaign, Mr 
Nicholson and Mr Sutherland will have, perhaps unwit- 
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tingly, set themselves up as the 'doyens of the tick and blot 
brigade'. Moreover, bearing in mind the competition of 
graduates from business schools, economists and others, 
they will have rendered all their, professional brethren 
a disservice from which they may never recover. 


Yours faithfully, 


Hayes, P. J. REED, r.A.C.C.A., A.T.LI. 


Bromley, Kent. 


Sir, — All members of The Institute of Chartered Ac- 
countants in England and Wales have received notices 
convening a special meeting in the Royal Albert Hall at 
2 p.m. on Wednesday, June 24th, 1970, when members 
will be asked to consider a new Supplemental Royal 
Charter and By-Laws to implement the proposals con- 
tained in the scheme for the integration of ‘the profession’. 

The Council has decided that on this occasion the poll 
will be taken only when the membership has had an 
opportunity of studying a transcript of the proceedings at 
the special meeting. In spite of this decision, proxy cards 
have been sent out in advance. We hope that no member 
will send in that proxy but will comply with the Council's 
wish that the voting should be on the basis of the arguments 
developed at that meeting. 

It is particularly important that the record of proceedings 
should be truly representative of the balance of opinion 
held by the membership generally. 

We understand that the Immediate Past-President of the 
Institute has especially asked members of District Society 
Committees to attend and speak and we have reason to 
believe that such members may be expected to support 
the Council, in general, although they are far from 
unanimous. 

We now appeal to all who oppose this scheme to make 
every effort to spare the time to attend the special meeting 
and to express their views so that the transcript does include 
all the arguments on both sides. We realize that most 
members can ill afford to spare the time to attend such 
rheetings but this is a matter of such importance to our 
Institute that we believe a special effort and, if need be, 
sacrifice is called for. 


Yours faithfully, 
HUGH NICHOLSON, r.c.4. 
BRUCE SUTHERLAND, r.c.A. 


Vacancies for Graduated Articled Clerks 


Sir, — I have read with interest the letter from Mr Francis, 
of the Oxford University Appointments Committee, 
published in your edition of June 4th. This Institute most 
. certainly wishes to encourage the recruitment of university 
graduates and hopes that members will not hesitate to make 
direct approaches to university appointments officers. 
Nearly all those firms of chartered accountants who 
recruit graduates in any numbers already do so. 

What perturbs me is the inference in the letter from Mr 
Francis that the Institute knows less about experience, 
training, salaries, etc., than an appointments officer does of 
the firms concerned. I am sure that this 1s not so. Moreover, 
the Institute is accused of being selective — of course it is, in 
that it does its best to match the needs and interests of 
prospective principal and clerk so that their time is not 
wasted. What is the good of giving a list without guiding 
the clerk? — he can get a long list of names from the Insti- 
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tute's Directory of Opportunities for Graduates which 1s 
published each year. 

Members who make use of the Institute's appointments 
service for both graduates and non-graduate articled clerks 
know how much the skill and energy of the appointments 
officers go to make the service highly personal and for that 
reason highly successful. The introduction of charges for 
the numbers concerned will not make any difference to the 
quality of the service. 

Yours faithfully, 


C. EVAN-JONES, 
Secretary, 


THE INSTITUTE OF CHARTERED ACCOUNTANTS’ 
IN ENGLAND AND. WALES. 


Chartered Accountants Hall, 
London EC2. > 


Calculating the Return on 

Capital Employed 

SIR, - I am always amazed when, as a body of accountants, 
we continue to develop ‘return on capital employed’ as a 
measurement of management's effectiveness, when we 
should be seeking other and more rigorous techniques 
drawn from the field of business mathematics and computer 
science. 

It seems to me that this measuring instrument — ‘return 
on capital employed’ — has three serious drawbacks: 

(1) It depends on a number of arbitrary valuations. ' 

(2) It does not give sufficient importance to the passage 

of time. 

(3) It does not fit into what should be the overall financial 

objectives of a company. 

Let me just deal with the last point, as to what should be 
the overall financial objectives of a company. Should it not 
be to ‘maximize the wealth of the owner’, i.e., by discount- 
ing the flow of cash to and from the owner from all sources 
over periods of time? This, of Course, has its difficulties; 
we have to anticipate the tax position of the owner, the 
effective return he can obtain from alternative use, together 
with all the other flows concerned with dividends, new 
issues, rights, etc. But these are no more difficult to quantify 
than some of the variables used in the calculations of the 
‘return on capital employed’. Like all objectives they work 
within a number of constraints that prevent them being 
followed exclusively. 

It seems to me that if we take the view that the financial 
policy of a profit-making enterprise should be to ‘maximize 
the wealth of the owner’, then as a measure of management 
performance, ‘return on capital employed’ has little rele- 
vance. The company and sections of the company should 
have as an objective the maximization — as defined earlier — 
of the future flows of cash that can produce far different 
results than maximization of the ‘return on capital 
employed’. 

Yours faithfully, 


Wallington, Surrey. R. MITCHELL, A.A.C.C.A. 


Sir, - Your contributors are to be commended for the 
article which you published in The Accountant dated June 
4th. This is an important aspect in the field of accounting 
which has been very much neglected. Some years ago I 
thought there ought to be research on how to improve 
management accounting information with the aid of the 
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computer; to date this has largely been confined to making 
‘existing types of information available more quickly and 
more frequently. My studies led me to the conclusion that 


more information on capital employed was the most desir- ` 


4 


able area for development. - 
You asked for comments on the article; I would make 
the following four main suggestions: 


( 1) Selling price—Cost 


“Capital Employed ee (Gross profit before tax) 


The above’ formula may be subject to certain 
variations of interpretation, but in general is the 
measure of the degree of success or otherwise of a 
business. ' 

Information on profitability is usually available at 
company or plant level, but in most cases not at a 
lower level. If managements are to maximize the 
profit to' capital employed ratio they must be made 
aware in detail which jobs, products or contracts, etc., 
are contributing to improve profitability and which 
are lowering the general average. 


(2) The effect of time on capital employed, particularly in 
stocks and work in progress is vitally important. The 
balance sheet is just a snapshot at a given date — 
managements require to know how capital has been 
employed over a period of time. It is therefore 
essential that a unit be used — say {1 year — that will 
take into account the amount of money and the time 


it will be used. 


(3) The importance of the effect of time on profitability 
also needs consideration. The percentage of profit to 
capital employed is doubled as the time from payment 
for a purchase until receipt of cash for the sale is halved 
and vice versa (this time element is, of course, 
considerably influenced by the turnover of stocks and 
work in progress). Thus if profitability is to be 
improved it js essential that managements not only 
have full information on stocks and work in progress, 
but also on debtors and creditors and again Zime must 
be taken into consideration. The following graph 
illustrates this point: 


PROFIT % TO CAPITAL EMPLOYED 





MONTHS . 


(4) Stocks and work in progress are probably the items 
which give the easiest possibility of reducing capital 
employed. Nationally these items amount to £20,000 
million and account for 20 per cent of the capital 
employed. The Elstub Report states that a study of 
five of the largest American aircraft and aero engine 
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companies shows that stocks and work in progress 
represented on average 2:6 months” sales, compared 
with 4:6 months' sales for five similar British firms, 

. the effect on profits can be assessed from the chart 
above. 'l'his type of condition has been instanced in 
reports on other industries. Reductions in the length 
of time of holding stocks and work in progress would 
not only considerably improve the profit margin of 
many firms, but could also be of great help to the 
national balance of payments situation. 


These notes can only touch the surface of what I feel 
is a problem of major importance to the accounting. pro- 
fession. An analysis of the library catalogue of one of the 
accounting institutes indicates that there are some 200 
books on measuring and improving sales, performance; 
there are some 400 books on measuring and improving 
cost performance; there are literally no books on measuring 
and improving the performance of capital employed. The 
only techniques which have touched this area are dis- 


counted cash flow and economic ordering technique which 


have been developed by mathematicians and have limited 
applications. 

It is highly. desirable that accountants take much more 
interest in this aspect of accounting. I myself have written 
a book (The Measurement of Capital Employed, CG J. 
Pierce: publication date, July 1970. Business Books Ltd), 
which I hope will generate discussion. Included in the book 
is a suggested method of measuring capital employed to 
each job, part, process, etc., in other words, management 
would be exactly aware of the contribution of each item to 
company profitability, and they should then be able to: 


(1) Improve the effective use of capital employed. 


(2) Discontinüe lines with a low profit to capital em- 
ployed ratio. | | | 
(3) Expand lines with a high profit to capital employed 
ratio. 
Yours faithfully, 


Stoke Gifford, Bristol. G. J. PIERCE, F.c.w.a. 


But is They? . 


SIR, — Having just returned from a holiday in a country 
where inscriptions in Hebrew, Aramaic, Greek, Latin, 
French, English and Arabic are all common, I thought 
The Accountant might be linguistically. soothing. But on 
page 835 I found contempt for those who write ‘supercede’ 
as if it derived from the.same Latin root as ‘intercede’. 
Really, I think, a pardonable error and the word might 
easily have been originated in that very way. 

A few lines lower I read ‘a premium on data which is 
capable of numerical classification’ and this time I really 
was puzzled. What can it mean? 


| Yours faithfully, _ 
London NW4. CLARENCE E. POLAK. 


[The Accountant endeavours to maintain a high standard of 
style and presentation and, whilst we are glad to be thought 
‘linguistically soothing’, we fear that spelling mistakes would 
have the reverse effect on many of our readers. Supercede, 
if it existed, would not bear the same meaning as supersede, 
the two roots being quite distinct. 

Mr Polak rightly reminds us that the word data is plural in 
its origin. However, it is well established in contemporary 
usage as a collective noun, and as such is correctly found with 
a singular verb. — Eprror.] I 
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Reviews 


Carter e Advanced Accounts 


Sixth edition by DOUGLAS GARBUTT, A.C.LS., A.C.W.A., 
DIP.ED.(LOND.). 


Pitman, 255. 


A textbook which is as well known as ‘Carter’ already has a 
place in the list of reliable and recommended works for 
students of accountancy. 

In a field, however, where there is a multiplicity of good 
standard works one seeks for the special quality which 
should distinguish one book. Here it is, perhaps, the very 
comprehensive chapter on ‘Accounting for taxes, levies, 
allowances and grants’, which follows a very concise 
chapter on bankruptcies and liquidations. The chapter on 
taxation is one which Mr Garbutt has contributed as a new 
feature to this edition, and it is a most successful ‘extra’. 

The examples — of which there are many — are well 
chosen and clear, and the appendices — especially the tables 
of value — useful. At the end of the book the student will 
find the answers to the problems stated earlier in the 
various chapters, thus obviating the need for a separate 
‘key’. It is a pity an opportunity could not have been taken 
to reprint the work on a larger page-size, thus enabling the 
pages to be of slightly thicker paper without increasing the 
girth of the book. The tendency of the print to ‘show 
through' detracts from an otherwise first-class work. 


Only a President 
A collection of essays. 
American Management Association Inc., $10.50. 


There is no doubt who is the chief executive of an American 
business —it is the president. This is a much clearer 
arrangement than in Britain where chief executives can 
shade imperceptibly from executive chairmen or deputy 
chairmen, through managing directors, to general managers 
reporting indirectly to the board. We could benefit 
from following American practice in this respect. But 
the purpose of this opening remark i$ merely to prevent 
misunderstandings about the purpose of this collection of 
essays — for the British reader it might be re-titled ‘By 
managing directors about their jobs’, 

The 35 different contributors are predominantly past or 
present presidents of typical American banking, manu- 
facturing and service corporations. They plainly share a 
common view of the unique nature of the chief executive's 
job, especially the extent to which responsibility for plan- 
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ning ahead falls upon him. But they vary widely in their 
approaches. Some clearly hanker after positive and direct 
leadership; others talk persuasively of creating participative 
management teams; there are contented one-man shows and 
studies of how to use your time so that you can be a one- 
man show, if that is what you want. 

'The range of subjects is wide and the contributions fall 
broadly into groups dealing with such subjects as manage- 
ment principles, motivation and leadership, management 
development and the setting of performance standards, 
including the president's own, growth and acquisition, use 
of modern aids, especially EDP, and public relations. It 
might in fact have made the book more useful if the essays 
had been grouped deliberately under some such headings. 

Of course the essays vary widely in quality, though all are 
commendably clearly written. The reader has to be a little 
patient with the first few essays as they are very general 
and introductory. But patience is quickly rewarded by 
outstanding contributions on, for example, an attitude to 
mistakes, using a personnel inventory, effecting recovery 
within a business, applying a practical acquisition formula 
and establishing effective communications. 

There is wisdom, humility, careful self-examination, 
humour and some good case histories in this book. Selective 
reading of it could help most actual or aspiring managing 
directors. 


Company Organization: Theory and 
Practice 


by PA Management Consultants Ltd. 
Allen & Unwin, 7os. 


Some while ago a number of books were published which 
analysed the feelings and attitudes of babies and children 
in an attempt to show how, with the benefit of this better 
understanding, they should be brought up. Similar books 
were written on organization and behaviour in a factory. 
There the men's output was scientifically assessed by work 
study methods, and their attitudes were analysed to dis- 
cover what really motivated them. 

Both approaches can now be seen as being far too limited — 
indeed, as concentrating on only one part of the total 
picture. Nowadays children are seen as part of a family and 
their upbringing as a joint effort by all its members. Much 
the same applies in industrial organizations. To study each 
individual as if he existed on his own is to ignore two basic 
relationships. First, the individual is a member of that 
corporate organization, an organization moreover which 
has its own special needs, demands, and patterns of behav- 
iour. Secondly, he is almost certain to be a member of some 
group, whether he is a manager — and so presumably part 
of the firm's establishment — or a worker and part of an 
informal group on the shop floor. i 

The strength of such informal groups on the individual 
seems to be much greater than has hitherto been presumed. 
Even where individuals go against the group's norm, e.g., the 
'rate buster' or the anti-social low producer, it appears that 
this is not so much an expression of independence and lack of 
concern with the group, as a means of revenge on, or a desire 
to attract the attention of, the other members of the group. 

This book sees the whole picture. Starting with a brief 
history of organization and two chapters on pre-1939 and 
post-1939 writers on organization theory, it weaves the past 
threads into a workable present-day approach. It then 
discusses people: people in relation to their needs, their 
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position in the firm's hierarchy, their role in groups, their 
reaction to leadership and authority. 

The final chapters are on the practical matters relating to 
. organization. They show how to diagnose faults, the 
methods of collecting information, the analysis of structural 
variations, in short, what can really be done on the human 
aspects side of a corporation. ‘These chapters go into some 
detail in discussing organization charts, job description, 
product innovation, divisionalization and specialization, 
levels of authority, span of control and so on. Inevitably, 
with such a wide-ranging approach some of these matters 
are dealt with 1n a somewhat cursory manner. 

The book finishes with a series of case studies on the 
reorganization of an Electricity Board, marketing and 
product innovation, decentralization in a public body, 
growth and diversification in confectionery, reorganization 
of committees in a local authority, and finally a newspaper 
office. There 1s also an excellent glossary on the terms used, 
and a useful appendix listing the literature on the subject. 

The narrative style throughout the bock is excellent. 
Never do the authors allow sensational examples of the use 
or abuse of organization in companies to be included just 
for the sake of effect. The general pattern 1s well thought 
out and the overall effect 1s of a well integrated and logical 
text. This is somewhat unusual in a book written by four 
individuals. 


The Law of Contract 
Seventh edition by G. C. CHESHIRE and C. H. S. Frroor. 
Butterworth, £3 12s: paperback, £2 16s. 


Since the last edition of this well-known textbook the 
Misrepresentation Act 1967 has been passed and has 
inevitably involved the authors in a good deal of re-writing. 
They have also dealt with the Restrictive Trade Practices 
Act 1968. : 

In dealing with misrepresentation the authors also include 
an examination of the law of tort in relation to innocent 
deception, a branch of the law which has been developing 
rapidly, rather too rapidly for some people. The account- 
ants who sign balance sheets have to bear the fact well in 
mind. 

Turning from the special to the general, this book is most 
attractively presented and is very easy to use. While not 
having the full scope of a practitioner's textbook, it makes 
up for its lack of bulk by its simplicity of exposition. 


Professional Responsibility in Federal 
Tax Practice 


edited by Boris I. BrTTKER. 
Federal Tax Press Inc., Branford, Conn. USA, $15. 


This book is a compendium of articles, essays and dis- 
cussions on the ethical difficulties of tax practice. It is 
written mainly by Americans about American problems, 
but its theme goes far beyond geographical boundaries, 
and reaches into every country where tax practitioners 
function. For this reason it should not be lightly dismissed 
outside the United States on the grounds that its content is 
confined to the American situation. 

'To stress the international importance of its subject, the 
editor has included a contribution by Professor G. 8. A. 
Wheatcroft entitled ‘Ethical restraints on tax practice 
in Great Britain’. Written in the professor’s usual lucid 
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style, this article starts with a general outline of the British 
tax system, and goes on to discuss the areas in which 
ethical problems arise. For cases where the law is uncertain, 
Professor Wheatcroft gives the tax adviser succinct counsel: 
‘He must be satisfied that, when the scheme has been 
carried out, all the relevant facts can be disclosed to the 
Revenue and the scheme will still work'. It is a pity this 
particular article was written eight years ago; although it is 
up-dated by a postscript, it deals with certain topics, 
particularly the conflict between form and substance, on 
which present-day comment would be useful. 

For the rest of the book, some of the chapter headings 
give the essence of the material: “The responsibilities of the 
tax adviser’, “Morality in tax planning’, ‘Conscience and 
propriety in lawyer’s tax practice’, ‘Ethical considerations 
on discovery or error in tax returns’. 

One chapter consists of a panel discussion of ‘What is 
good tax practice’, which highlights some of the divergent 
opinions of practitioners among themselves. It also deals 
with the question of social relations between the Revenue 
and the tax adviser. Another chapter is a talk given on 
behalf of the Harvard Students’ Bar Association, which 
touches on matters such as bribery, influence-peddling, 
and other arcane features of tax practice. 

All the contributors are experts, with a wide experience of 
dealing with taxpayers, the Revenue and the Courts. Some 
of the contributors are Revenue people, and this gives the 
book balance. This is a spacious, ‘in-depth’ study of the 
ethics and responsibilities of tax practice, and everyone 
concerned with the subject should benefit from reading it. 


RECENT PUBLICATIONS 
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Tue Law AND PRACTICE OF BANKING: Vol. 1 Banker and 
Customer, by J. Milnes Holden. liii+485 pp. 84x 54. 
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Motivation for Industrial Growth 


Presidential Address at the ICWA Annuai Meeting 


HE est annual general meeting of The Institute of 
|. and Works Accountants was held in London last 
Saturday. As noted on another page in this issue, Mr 
Stanley E. Woods, J.P., F.C.W.A., F.A.C.C.A., F.C.LS., of 
Newtownards, County Down, was elected President, Dr 
J. M. S. Risk, B.COM. PH.D., C.A., F.C. W.A., J.DIP.M.A., F.C.LS., 
was elected senior Vice-President, and Mr A. W. Howitt, 
M.A., F.C.A., F.C. W.A., J.DIP.M.A., junior Vice-President. 


PRESIDENTIAL ADDRESS 


In the course of his address, for which he took the topic 
‘Motivation for industrial growth’, Mr H. P. Southall, 
F.C.A., F.C. W.A., J.DIP.M.A., the retiring President said: 


For a number of decades the scale of our national invest- 
ment has been falling behind that of other countries, in 
particular USA, West Germany, and Japan. However, of 
equal importance as the size 
of investment is the object to 
which it is directed. 

The fields of advanced tech- 
nology in which it is essential 
we retain a national capability 
are to an appreciable extent 
dominated by the needs of 
national defence programmes. 

The Government therefore 
has a major responsibility, 
through its purchasing policy, 
to ensure that our long-term 
technological capability is not 
impaired by short-term ex- 
pedients. This applies not 
only in research but also in 
development and production. 
Although posing many prob- 
lems in national economic cost/benefit analysis, it is certainly 
not a matter which can be ignored. 

Unhappily the costs of sustaining advanced technological 
developments are high and so high volume production and 
sales over which to spread the costs are required. The 
marketing aspects are thus complementary to the need for 
maintaining and stimulating our technological capability 
and therefore full Government support is essential. Our 
overseas competitors are fully alive to the potential of the 
United Kingdom market and have a vested interest in 
persuading us, by political and other subtle pressures, to 
become a captive market for their advanced technological 
products. It is a nice problem in national priorities. The costs 
and benefits are of course difficult to evaluate, but they are 
of great significance in terms of our economic policy and 
the trend of national investment. 

The Government in its concern over the low rate of capital 
investnent by UK industry has tried various forms of 
stimuli, such as investment allowances and selective invest- 
ment grants, but their real effectiveness is doubtful. Indeed 
at times it appears that there is a lack of understanding in 
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high places as to what motivates businessmen to embark on 
capital investment. 


Research and development 


In USA, research and development expenditure in 1964 per 
£ of sales income was, except in the aircraft industry, more 
than double the rate of expenditure in UK. This surely 
reflects our greatest weakness in the post-war years. The 
question is not whether we can afford a similar rate of expend- 
iture on research and development as USA and other 
competitors, but whether we can effectively compete without 
it. Nevertheless, we must at all times use our existing 
capability to the fullest advantage. 

Scientists and engineers engaged in research and develop- 
ment should be motivated to reduce the time scale of project 
activities and more attention must be given to cost/benefit 
measurement, taking account of opportunities gained or 
lost. Accountants are sometimes accused by engineers and 
scientists of being too cost conscious. Certainly accountants 
cannot be expected to tolerate extravagant expenditure. 
However, there may be circumstances when instead of 
clamping down on a project overspent, a doubling of develop- 
ment effort and cost may save invaluable time in completion 
of the project, getting into production and securing the 
market. Incentive schemes for scientists and engineers in 
the research and development field to meet and/or beat 
planned project time scales could bring home the need for 
urgency rather than striving for unmarketable perfection. 
In short, the approach to investment in research and develop- 
ment which is at the root of our future industrial prosperity 
must be dynamic and realistic. 


Industrial capital investment 


If the opportunities for capital investment can be created, 
there must still be adequate motivation for risk taking. That 
motivation in a free enterprise economy is a profit commen- 
surate with the risks to be undertaken. 

For more than the last decade the profits before interest 
and taxation of UK manufacturing and distribution industry 
have persistently declined, e.g., from 17:5 per cent on tangible 
assets in 1954 to 12°6 per cent in 1966, The incentive to 
invest has therefore similarly declined except for defensive 
purposes. But if British industry is to be aggressive in 
seizing risk-taking opportunities the rewards must be 
attractive in money terms after taking account of inflation; 
they must also be real in terms of after tax profits and real to 
the investor. The net of tax profits available to the equity 
shareholder in public limited liability companies has declined 
far more than is indicated by a comparison of pre-tax profits. 
Since this has a significant bearing on the rate o£ capital 
investment by UK industry, it is pertinent to consider a 
number of important aspects of the situation. These are 
inflation, taxation, finance, and selective incentives. 


Inflation 


The investing public, the worker, and especially those people 
living on a fixed income, have become increasingly aware of 
the effects of inflation. All are concerned to protect their 
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income and capital against the ravages of the decrease in real 
worth of money. 
At a time when the current rate of inflation in the UK is 
approaching 7 per cent per annum and may reach 10—12 per 
cent, the need to reflect true costs, true profit trends, and 
true rewards for risk-taking becomes even more essential. 
For far toolong, the cost of inflation has been largely ignored 
in company reporting. The accountancy profession has given 


no lead in this. Today with pre-tax company profits at a near ` 


all-time low and inflation at current levels, there is a grave 
danger that many companies are not retaining enough 
profits to cover the depletion of their assets in real terms. 

The accountancy profession and in particular those 
accountants concerned in reporting to the owners of the 
business, have a responsibility to ensure not only that 
accounts are true and fair, but also that they are in perspective 
with the past and future trends. It is vital that realistic 
information be given to shareholders, employees, and third 
parties of what is happening to UK industry. Achieving 
recognition of the facts, of the extent of the malaise, would 
seem to be an essential step in providing the cure. 


Ki 


Taxation 


For some years taxation has been used, not only to raise 
essential finances, but also as an economic regulator. The 
term ‘regulator’ is a misnomer. A regulator should be 
used to even a flow, whereas in fact it has been used as a 
permanent diversion of cash flow from the major source of 
national investment. Small wonder that when the tap is 
turned on there is no head of pressure. 

The introduction of corporation tax in 1964, coupled with 
the requirement to account to the Revenue authorities for 
income tax deducted from distributed profits, has in fact 
increased the discrimination against companies. This is so 
whatever the intention may have been, bearing in mind that 
in the hands of the individual distributed profits are subject 
to surtax, and realized 'book profits on the investment, 
including in effect profits retained in the business, are subject 
to capital gains tax. 

This insidious discriminatory trend needs to be halted 
before it is too late. It may be reasonable to tax the profits 
of companies in order to provide finance for selective incen- 
tives to other companies or to subsidize depressed areas. 
The collection of income tax at source is quite sound. 
Beyond this, however, it would seem illogical to constrain 
industrial capital investment by discriminatory taxation. It is 
attractive to politicians to place the burden of taxation where 
it has least effect on the mass vote, but if this results in slow- 
ing down the rate of national growth it is the community as a 
whole which will suffer in the end. 


Finance 


One of the causes of shortfall in capital investment appears 
obvious, i.e., that profit retentions are inadequate. In 1967, 
the published figures for 1993 quoted companies showed 
profit retentions of £663 million. This was only 3:4 per cent 
of tangible assets and was before providing for inflation, 
which was running in excess of that figure. In effect assets 
are being depleted and there is nothing in hand to provide 
for self-generated growth. 

On the domestic front the costs of finance have now 
escalated to a point which must further restrict industrial 
growth. This escalation in cost arises on three counts: 

(a) the restructuring of taxation since 1964 by which the 
tax on dividends has now to be accounted for to the 
Revenue authorities. In effect taxation of companies has 
been increased from 56°25 per cent to over 72 per cent; 

(b) interest costs have risen by about 2'5 per cent net of 
taxation; 

(c) the cost of raising equity capital has increased due to 
the collapse of the share market from the unrealistic 
and speculative levels of recent years. 
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These factors are significant and must emphasize that costs 
‘below the line’ are just as real as costs ‘above the line’. If we 
are to achieve an expansion of profitable industrial growth 


‘these costs must be recognized. 


Selective incentives 


The real need is to encourage self-generated incentives by 
removing constraints which militate against industrial 
initiative. Nevertheless, from time to time selective stimu- 
lants may be necessary, e.g., to counterbalance subsidies 
given by overseas governments or to help industries or 
regions which are affected by economic forces beyond their 
control, It is as well to recognize that government incentives 
have to be paid for through taxation. The government is 
‘robbing Peter to pay Paul’, and is entitled to credit only if its 
policy achieves a balanced and progressive economy. 

There is no doubt that general incentives for capital or 
manpower investment, though simple to administer, may be 
subject to abuse. On the other hand selective incentives are 
costly to administer and, unless well designed, cause con- 
siderable confusion and often frustration. Selective incentives 
are by their nature discriminatory and must inevitably lead 
to inequities as between different undertakings even within 
the same industry. There appear to be many weaknesses in 
the present system. 


The motivation of manpower 


Sales per employee in UK are, in general, well below that of 
our principal European and Asian competitors and about 
one-half of that in USA. Although we may try to explain 
this or make excuses it is nevertheless most disturbing and is 
a continuing threat to our living standards and to our 
economic survival. 


In part, the reasons which may be adduced are: 


(a) inadequate spending on research and development in 
fields which offer the greatest growth potential; 

(b) too low a rate of capital investment in up-dating 
production facilities, in expansion of facilities and in 
automated processes; 

(c) restrictive practices which prevent the best use of 
existing facilities. 

There are well-established methods of dealing with 
industrial disputes which, if followed, would resolve most 
problems satisfactorily. Unhappily, wild-cat strikes which 
depart from recognized negotiation procedures are a source 
of concern to Government, industry, and trade union leaders 
alike. Such strikes, which so often hold the general public 
to ransom, indicate lack of proper communication in depth 
between management and'employees and between the leaders 
of trade unions and their members. Communications must be 
improved if understanding is to be achieved, but this need 
not and should not interfere with the prerogative of manage- 
ment which is to manage. Nevertheless, the most effective 
management is by leadership which defines its objectives and 
persuades those who are led that the objectives are 
worth while. 

One of the most difficult problems within a wage and 
salary structure is that of differentials in pay between 
different categories of operators, technicians, administrators, 
and executives. Even with a well defined and balanced job 
and pay structure, problems still arise from time to time due 
to the scarcity of particular skills generally or in a particular 
area at a certain time. These scarcity factors are from time to 
time abused, and can lead to inflationary trends because they 
disturb pay differentials based on skills, merit, and responsi- 
bilities. Much more attention needs to be given to the iso- 
lation of the scarcity factor in the wage and salary structure 
and the incremental costs of scarcity, both locally and 
nationally. 

It is doubtful if any trade union leader would willingly 
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forgo the methods of bargaining which are at present avail- 
able to him in pursuit of what he deems to be the interests 
` of those he represents. Nevertheless, none can fail to recog- 
nize the dangers of the wage spiral which, unless checked 
and brought under control, could lead to national disaster 
and unemployment. 

If we are to overcome the problems inherent in our 
national economy and to make such improvements as will 
help us to achieve substantial growth, which is the only basis 
upon which real prosperity can be built, then each factor 
which militates against the achievement of that objective 
must be examined and dealt with. This will only be successful 
if approached in the spirit of mutual trust and by defining 
and agreeing objectives which are compatible. 

'The vast majority of potential labour troubles are resolved 
locally or at plant level with little disruption and friction. 
‘The more serious cases become national news and do untold 
harm within the country in creating a climate of uncertainty 
as to where as a nation we are going, and externally in relation 
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to our customers overseas by reason of the effect on prices, 
quality, and delivery. We would all wish for an equitable 
solution to be found by mutual co-operation rather than by 
legislative action. With goodwill it could be done as indeed 
sooner or later it must be done. 


Conclusion 


One thing we need is profitable growth which can be sus- 
tained. Even profitable growth if too rapid leads to over- 
trading, cash flow difficulties and often bankruptcy, but 
profitless growth must be a non-starter in any case. 

There are certain underlying trends in our national eco- 
nomy which occasion grave concern. We are undoubtedly 
facing problems in the 1970s which are of major consequence 
to us all, and which can only be resolved by determining 
objectives which are compatible between different sectors 
of the economy and by faith, trust, and co-operation setting 
out to achieve them. 





Taxation 


Case 


A full report of the case summarized in this column 
will be DUDEN, with Notes on the Judgment, in 
the ‘Annotated Tax Cases’ 





In re Park 


In the High Court of Justice (Chancery Division) 
November 27th, 1969 


(Before Mr Justice Gorr) 


In the Court of Appeal 
March roth, 1970 


(Before The Master of the Rolls (Lord DENNING), Lord 
Justice RussELL and Lord Justice PHILLIMORE) 


Estate duty — Marriage settlement on grandson — Settlement 
by grandson on settlor’s relatives — Death of settlor — Whether 
marriage settlement truly in consideration of grandson’s 
marriage — Estate duty claim — No application by trustees for 
summary determination — Originating summons by Revenue — 
Whether writ of summons necessary — Crown Suits Act 1865, 
section 55 — Finance Act 1894, section 8 — Finance (1909-10) 
Act I9I0, section 59 (2) — Administration of Justice (Miscel- 
laneous Provisions) Act 1933, sections 3, 4 — Crown Proceed- 


inps Act 1947, sections 13, 14 — Costs — Rules of Supreme. 


Court, Order 18, Rule 19; Order 28, Rules r, 8; Order 62, 
Rule 28 (5); Order 77, Rules r, 8; Order 43, Rule 2. 


On May 25th, 1962, a settlement of about £80,000 was 
made on the settlor's grandson, and was expressed to be in 


consideration of marriage. The grandson married on 
September 8th, 1962. On August 16th, 1963, he settled a 
large part of the settled assets in trust for other members 
of the settlor's family. The settlor died on September 22nd, 
1963, at the age of 93. 

The Revenue claimed estate duty on the assets in the 
settlement on the grandson, and contended that that settle- 
ment was part of a scheme to reduce liability to estate duty 
on the deceased settlor's death for the benefit of his whole 
family. The trustees did not take out an originating sum- 
mons under section 3 of the Administration of Justice 
(Miscellaneous Provisions) Act 1933, but invited the 
Revenue to take the initiative. The Revenue took out an 
originating summons under section 14 of the Crown 
Proceedings Act 1947. The trustees objected to this 
procedure on the grounds (i) that as the question in dispute 
was partly of fact, the case was not within section 14; 
(ii) the Revenue’s originating summons was an abuse of 
the process of the Court because on general principles it was 
improper for disputed questions of fact to be decided, 
without pleadings, on an originating summons, and because 
such procedure was contrary to long-established and un- 
broken practice. 


Held: (i) the Revenue’s procedure by originating sum- 
mons under section 14, though not necessarily inappropriate 
for disputes over liability to estate duty, would embarrass 
a fair trial of the issues in the present case, which were 
complicated issues of fact, (ii) in any event, in view of the 
long-established practice in Revenue disputes, the section 
I4 summons was vexatious and an abuse of the process 
of the Court, and should be struck out, (iti) the costs should 
be as between party and party. 

The. Revenue appealed to the Court of Appeal, but a 
consent order was made under which the Revenue was to 
serve on the trustees a statement of the substance of their 


‘case on the footing that the state of mind of only the 


deceased settlor was in issue; that this statement should be 
treated as a statement of claim; that certain correspondence 
should be admissible in evidence; and ds the costs should 
be costs in the cause. ` 
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In recent advertisements we have said a good deal about our 
expertise as investors in equities, and about our Investor Policy. 
We admit we're biased. But we have been receiving many 
favourable independent press comments too. 


On 13th December 1969, the Daily Telegraph said: | 
"The Scottish Widows have a special policy which is linked to 
-the performance of their equity investments. They are one of the 
oldest and most successful mutual life offices. This means that 
the profits which they make are shared among the policyholders. 
Over the years these profits have been exceptionally good. The 
management of the Scottish Widows has a very high reputation 
for investment skill. The conditions of the policy are also 
extremely competitive." 


On 3rd January 1970, the Daily Express commented: 
"The Scottish Widows Investor. Policy is linked to its own 
separate fund. But in its short life this has dore extremely well... 


š 
In fact if compared with a conventional unit trust, the Investor 
Policy would appear in the top five performers over the last 1 Can er 
two years". ` k 


Still sceptical? The coupon below will bring more details 


about the Investor Policy and the Scottish VVidows. ith ill 
š WIt d WI 

, TH When your advice is sought about bequests for worthwhile 

causes, please remember the vital work being done by the Imperial 

e Cancer Research Fund. Founded on the initiative of the Royal 

, y Colleges of Physicians and Surgeons, I.C.R.F. is fighting all 

forms of cancer, including leukaemia, in its own laboratories. 
Widows F Ú nd It has no official grants and is entirely supported by voluntary . 







We are available to advise you on all 
aspects of professional indemnity 
insurance, | 
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Are merchant bankers the world's 
| shyest men? 


Merchant bankers tend to be shrinking violets But these are the services any good merchant 
as far as detailing their services is concerned. bank provides. 
May we offer you an explanation? The individual application of those services to your 
The problem is more often one of definition own business is the thing that really matters. And the 
rather than natural diffidence. Because a specific areas in which a merchant bank can help you 
good merchant bank provides a range of specialised depend very much on the needs of your business. 
services as wide as the world of finance. Once you've revealed your needs to us, you'll find 
It covers every aspect of a company's financial us more than ready to talk about our services. 
planning. Deals with takeovers and mergers. Handles Without any reservations. 
investment management. And today (even more Shrinking violets perhaps at first sight. But a very 
important than ever) ranges across the whole fieldof ^ formidable force for growth in your business. 
international finance. | 


Kleinwort Benson 


20 Fenchurch Street, London EC3. Telephone: 01-626 1531 
Brussels * Geneva * Guernsey - Jersey - New York - Sheffield 
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Exactronique Desk Calculator 


DIVERSIFICATION of the Dictaphone Company's activities has 
brought to the market a centralized electronic calculating 
system, which, is claimed, *will be as modern 20 years from 
today, as today’. The Exactronique desk calculator has 
been developed by Schneider Electronique of Paris to be 
marketed in the UK by the Dictaphone Co Ltd, under the 
name of ‘The Calculator’. 

The machine is a completely new concept in commercial 
calculators as it has two features which, individually and 
combined, make it unique in Britain. First, there is an 
optional print-out so that the operator can follow numerical 
progressions either on a luminous screen or on print-out. 
Whichever of these media is preferred, there is a clear 
instantaneous record of the data — whether required 
wholly or partially — either for permanent filing or for 
checking back to find errors or other digressions. 

Secondly, there is a ‘master and slave’ feature in which a 
central machine (a calculator in itself) can be connected to 
four satellite stations, each of which provides full calculating 
facilities and visual display. 'T'here is a range of four models, 
all of which have a four-digit capacity, luminous display, 


Exactronique Desk Calculator. 
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perform four arithmetic functions, and have the ability to 
hold a constant factor. T'hree models possess single memory 
banks, and all the machines in the range can be fitted with 
square-root finding tabulators. 

Prices range from £310 to £450, with an additional {60 
(and installation costs) for print-out units. 

Dictaphone Company Ltd, 1 Knightsbridge Green, 
London SW1. 


Electronic Decimal Cash Register 


AN ELECTRONIC calculator has a lot in common with the new 
Regina 2000 cash register, which can be supplied with 25 
register totals in a memory bank, and a glare-free double- 
sided light indicator showing eight decimal digits. 

The receipt ticket specifies the number of units, amounts, 
goods, assistant, transaction number, date and company 
name, and prints out an audit roll simultaneously. This, 
together with other calculations the machine performs, 
produces automatically cash control, receipt, data storage, 
audit ledger, and various tax calculations such as purchase 
tax. It can also calculate sales tax or added value tax, and 
effect postings to sales ledger, sales and stock control, indi- 
cating discount accumulations and exerting credit control. 

There are three quantity columns, six financial columns, 
18 goods accumulators, five accumulators regarding assist- 
ants and a grand total accumulator. The machine will 
remember the unit prices for up to nine different items and 
will act as a calculator, multiplier, subtractor, sub-totaller 
and accumulator without interfering with the grand total 
stored in the memory. A purchase price has not yet been 
finalized but a five-year rental price of £62 10s per month 
has been quoted. 

Regna Cash Register Company, Adwel House, Armadale 
Road, Feltham, Middlesex. 


Automatic Microfiche Camera 


RECORDING information on microfiche should be facilitated 
by the MF rio automatic microfiche camera now available, 
price £7,500. 

Images are photographed side-by-side and in rows on 
sheets of film. Each fiche (sheet of film) is to the inter- 
national standard size of 148 mm. X 105 mm. (approxi- 
mately 6 x 4 inches). The camera is of the ‘step and repeat’ 
type that automatically locates and advances the film to 
record each document in a separate and accurately posi- 
tioned film ‘frame’. 

Seventy-two images are carried by the most commonly 
used microfiche which renders it as a most easily retrievable 
convenient and compact method of recording, storing, 
duplicating and disseminating information. In one single 
operation microfiche recording achieves the advantage of 
flat film records, that microfilm unitizing and jacketing 
methods arrive at by conversion from roll film. 

Cameronics Ltd, Athlon Road, Alperton, London HAo 
IEL. 


Typewriter with Computer Input 


NOT ONLY wide-range automatic typewriting is handled by 
the recently marketed UDS 5 Thousand but also the capture 
of input data at source. The basic machine, at a cost of 
approximately £2,000, comprises a high-speed electric 
typewriter programmed from a photo-electric reader 
accepting punched tape or edged punched cards, and as the 
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UDS 5 Thousand. 


reader does accept card or tape input, filed data can be 
captured quite simply, and translated to the output tape in 
a form suitable for computer processing. A further reader 
can be added, if required, to increase the programmable 
range of the system. 

There would thus seem to be a justifiable claim that the 
machine is capable of operating at several times the speed 
of the human operator in carrying out routine and re- 
petitive work. Purchase orders, invoices, and other docu- 
ments containing common items of information identical 
in format, can be inserted automatically from a standard 
program, and should subsequent documentation be 
required, for example by a shipping company, custom 
duties and freight charges can be produced with the mini- 
mum of manual intervention. 

In addition to those operations, where documents form 
the source data for a computer or data processing system 
the information can be collected in computer-compatible 
format ready for immediate processing. 

Ultronic Data Systems Ltd, 35-37 Park Royal Road, 
London NWio. 


Electrostatic Offset Imager 


FOR THE small offset user with a large volume of output, 
the new A-M Electrostatic imager is able to cope with 
masters of four specific sizes up to a maximum of 18 x 15 
inches. ‘This is the size compatible with the Multilith 1850 
machine and masters can be made from any original up to 
this size, although a smaller original can be enlarged up to 
150 per cent or down to 45 per cent. Focussing and correct 
exposure are carried out automatically. 

When originals contain extraneous background marks 
and are copied on to electrostatic masters, the operation of a 
correction button enables the imaged, unfused master to be 
corrected, and then re-inserted for fusing. After the first 
master, delivery is at the rate of three 82 x 12 inch masters 
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per minute. These can be from line or up to 8o line screen 
half tone originals. 
Addressograph-Multigraph Ltd, Maylands 


Avenue, 
Hemel Hempstead, Herts. 


Twenty Years of Copying in One Box 


ONE box of Copifilm, the new Ofrex typing carbon, is 
claimed to be able to provide sufficient copying power 
for 20 typists for one year on single copy work. Marketed 
in a Saver-pak of 1,000 sheets, the carbon sheet is able to 
produce from 1 to 12 sharp, black copies and can be used 
on an average 200 times. 

In the Saver-pak, Copifilm costs 52s per 100 sheets 
quarto, 57s for A4 and 62s for foolscap, whilst for smaller 
users a mock-pigskin personal pack of roo sheets costs 
59s 6d for quarto and pro-rata for smaller or larger sizes. 

Ofrex Ltd, Ofrex House, Stephen Street, London Wr. 


Small User Centralized Dictating Machine 


THERE IS a centralized dictating system which can be used 
from up to nine different dictation points recording on to 
one special dictation machine — the Sankey-Rols unit — 
which records transversely on to a 3$ inch wide roll of 
magnetic film. When in use, the recording head sweeps 
backwards and forwards across the film which unrolls 
automatically from its cartridge, and at the end of dictation 
the completed message is guillotined by an integral sliding 
cutter and removed for typing. One cartridge is sufficient 
for more than 300 normal business letters. 

At each dictation point the system provides a ‘traffic 
light’ monitor panel which allows the user to see at a glance 
whether the system is clear or engaged. When clear a green 
light shows on all monitors. To dictate, the green light- 
switch is depressed. ‘This switches the remaining monitors 
from green to red, warning other users that the system is 
engaged. While dictation is in progress an amber light 
remains on the user's monitors. On completion of dictation 
the user presses the amber light which switches on a 
continuous buzzer and a red indicator light on the master 
unit in the central typing area. 

Sankey Sheldon Division of GKN Sankey Ltd, Royal 
Oak Centre, Brighton Road, Purley, Surrey. 
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SIR ALEC DOUGLAS-HOME 
TO ADDRESS LONDON 
SOCIETY 


WE have been asked to remind mem- 
bers of The London Chartered Ac- 
countant Students’ Society that The 
Rt Hon. Sir Alec Douglas-Home, 
K.T., P.C., will be the speaker at this 
year's annual President's meeting on 
June 25th, in the Great Hall of the 
Institute's new building. Sir Alec will 
be speaking on 'Britain's place in the 
world of the future; the parts that can 
be played by young members of the 
professions’. The President of the 
Society, Mr G. R. Appleyard, F.C.A., 
will preside and will be accompanied 
by distinguished members of the 
profession and by the Society’s Chair- 
man and members of the committee. 

It is expected that the meeting 
will be well supported and members 
wishing to attend are advised to inform 
the Society’s Secretary, at 43 London 
Wall, London EC2, as soon as possible. 
Tea will be available from 4 p.m. The 
meeting will commence at 5 p.m. 


SUMMER BALL 


ONE of the highlights in this year's 
social calendar of ‘The Chartered 
Accountant Students’ Society of Lon- 
don will be a Summer Ball which is to 
take place at Grosvenor House, Park 
Lane, London, on Friday, August 7th. 

Commencing at 10.30 p.m. and 
lasting until 3 a.m., it should be noted 
that this popular function is expected 
to be over-subscribed. The cost of a 
double ticket is £4 4s; members who 





wish to attend are asked to write to the 
Secretary, 43 London Wall, London 
EC2, enclosing their remittances. 


NO BANK CHARGES FOR 
STUDENTS 


THE Association of Chartered Ac- 
countant Students’ Societies has now 
completed negotiations with the major 
banks so that articled clerks will now 
be able to operate current accounts free 
of bank charges. The banks par- 
ticipating in the scheme are: the 
Midland Bank Ltd; The National 
Westminster Group; The National 
Bank Ltd; Williams Deacons Bank 
Ltd, and Lloyds Bank Ltd. 

This facility will be granted during a 
clerk's term of articles, provided that 
(a) the account is operated reasonably, 
and (b) overdrafts, when granted, 
will be charged interest. 

Barclays wil operate a current 
account for an articled clerk during his 
term of articles free of bank charges, 
provided that the account is maintained 
in credit and properly conducted. 

The difference in the above appears 
to be that, while the operation of the 
account is a matter between the client 
and his manager, the first five banks 
will not withdraw the ‘free’ concession 
if the accounts are occasionally over- 
drawn for small amounts if otherwise 
the number and type of transactions is 
reasonable, while Barclays place no 
restriction on the number of trans- 
actions, but will withdraw the ‘free’ 


concession if the account goes into the 
‘ , 
red'. 


JOHN FOORD & COMPANY 


137 VICTORIA STREET, LONDON SW1 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


Telephone 01—834 2002 (4 lines) 


941 


BIRMINGHAM DO WELL 
AGAINST FITZWILLIAM 


ON June sth, teams from The 
Birmingham Chartered Accountant 
Students’ Society travelled down to 
Cambridge to play Fitzwilliam College 
at cricket and tennis. 

The cricket XI, captained by Ian 
Sanders, batted first on a good 
wicket scoring 152 runs all out, 
Briggs (25) and Disbury (23) being 
the top scorers. After tea, Fitzwilliam 
started scoring at a slow pace, and 
by close of play at 6.45 p.m. were 
119 for 8, Briggs again playing well 
taking 2 wickets for 33 runs. Although 
the remaining batsmen were crowded 
during the last few overs the last pair 
of wickets did not fall and Birmingham 
came home with a draw. 

The tennis IV, however, were more 
successful. The captain, David Hare, 
partnered by his cousin, Martin, 
played well to beat both the op- 
position pairs, 8-6, 6-4 and 6-3, 6-2 
despite some off-putting wood shots 
from the other side of the net! John 
Bill and Bob Lander beat the Cam- 
bridge second pair in three sets — 
2-6, 6-0, 6-4, but were unable to 
maintain this play against the strong 
first pair losing 3—6, 4-6. 


READING BRANCH 


Ow Friday, June 26th, members of 
the Reading Branch of The Chartered 
Accountant Students' Society of Lon- 
don are holding an informal disco 
buffet at Eds' Barn, Wokingham, 
Berks. 

Commencing at 8 p.m. and lasting 
until 1 a.m. dancing will be to The 
Sounds Good discotheque and there 
will be an extensive buffet and bar. 
Applications for tickets (price 12s 6d 
single, £1 double) should be made as 
soon as possible to the secretary of the 
Branch, Tony Shepherd, c/o Cook, 
Sutton & Co, 64-65 St Mary's Butts, 
Reading, or from any committee 
member. 

Those wishing to attend the dance 
should note that tickets purchased ‘at 
the door’ will cost 15s single and 
£1 5s double. 
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and 


Notices 





PROFESSIONAL NOTICES 


BowMaN, BULLEY, YOUNG & Co, of 
174 New Bond Street, London W1Y 
9BP, announce that they propose to 
practise in future as Maurice E. 
BuLLEY & Co, the name used by their 
offices outside London. There is no 
change in the partnership. 


PRICE WATERHOUSE & Co, South 
African firm, announce that Mr E. L. 
Crockett has been admitted to partner- 
ship. Mr Crockett has been a partner 
for a number of years in the associated 
Durban firm of CROCKETT, WENDT & 
FLETCHER. They also announce Mr 
R. PARTRIDGE, who has been with 
PRICE WATERHOUSE & Co in South 
Africa and elsewhere for several 
years, has been appointed manager of 
the Francistown office and the address 
of the office is now 443 Blue Jacket 
Street, Francistown, Botswana, PO 
Box 205. 


TANsLEY WITT, JAMES, DANGERFIELD, 
Chartered Accountants, of 28 Ely 
Place, London ECr, announce that 
Mr A. J. BATTy, B.A., A.c.A., will 
become a partner in the firm on July 
Ist. 


APPOINTMENTS 


Mr S. C. Payton, F.c.A., previously 
financial director of Farrington Data 
Processing Ltd, has been appointed 
managing director of the company. 

Mr J. I. O’Mahony, B.sc.(Econ.), 
A.C.A., has been appointed secretary 
of Wood Hall Trust Ltd following the 
resignation of Mr B. L. Allen, F.c.a. 

Mr D. Walter, a.c.a., has been 
appointed to the board of Western 
Transport Ltd, as commercial director, 
with effect from June Ist, 1970. 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND 
AND WALES 
Annual Church Service 


A special service for members of the 
Institute will be held in the church of 
St Margaret, Lothbury, London EC2, 
at 12.30 p.m. on Wednesday, July rst. 
The service will be conducted by the 
Reverend A. J. Drewett, M.A., B.SC., 
Rector of St Margaret and Rural 
Dean of the City, and the address will 
be given by the Right Reverend O. S. 
Tomkins, M.A., D.D., Bishop of Bristol. 
Members of the Council will be 
present, and the President hopes that 
as many other members of the Insti- 
tute as possible will also attend. 


SPECIAL COMMISSIONERS’ 
APPEALS 


Attendance of Witnesses at Hearings 


The Office of the Special Commis- 
sioners of Income Tax state that 
applications to the Special Commis- 
sioners for the issue of witness sum- 
mons under section 52 (2) of the T'axes 
Management Act 1970 should be made 
to the Clerk to the Special Com- 
missioners, ‘Turnstile House, 94-99 
High Holborn, London WCON 6LQ. 
The application should indicate why 
the summons is required, e.g., that 
the witness will not or cannot be 
relied on to attend voluntarily, or that 
he prefers to be formally summoned, 
and should also indicate that the 
witness’s presence is necessary. 

If the application is acceded to, the 
summons will be issued to the applic- 
ant who will himself arrange for service 
and will make his own arrangements 
with the witness regarding expenses 
and conduct money. 


41 PER CENT DEFENCE BONDS 
(SECOND ISSUE) 


Conversion Offer 


The Treasury has announced that a 
conversion offer will be made to 
holders of 41 per cent Defence Bonds 
(Second Issue) purchased in the period 
April 16th, 1963, to October rsth, 
1963. These bonds will mature on 
October 15th, 1970, and are repayable 
on application at £102 ros per cent 
upon maturity. 

Holders of such bond$ will be in- 
vited to exchange their holdings on 
October rsth, 1970, into 7 per cent 
British Savings Bonds (Fourth Con- 
version Issue) which will be repayable 
on application at £102 per cent upon 
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maturity. The terms of these new 
bonds will be the same as those of the 
7 per cent British Savings Bonds 
(First Issue) currently on sale, except 
that interest will be payable on May 
15th and November 15th. 

Holders of the maturing 43 per cent 
Defence Bonds (Second Issue) who 
decide not to accept the conversion 
offer should apply for repayment. No 
interest will be payable on the bonds 
after they mature on October 15th, 
1970, and they can only be repaid upon 
application by the holder. Holders 
who accept the offer of conversion will 
receive on October 15th, 1970, the 
final interest payment on the matured 
Defence Bonds, at £44 per cent per 
annum for the period April 15th, 1970, 
to October 14th, 1970, together with 
the maturity premium of £2 ros per 
cent on bonds exchanged. 

The list of acceptances of the con- 
version offer will be closed on July 
roth, 1970. 


ABOLITION OF STAMP DUTY 
ON AGREEMENTS 


The 6d stamp duty on agreements, 
including hire-purchase and credit 
sale agreements, is abolished for docu- 
ments executed on or after August Ist, 
1970. At present this duty is paid by 
having a stamp impressed on the 
instrument at an Inland Revenue 
Stamp Office or by means of a 6d 
postage stamp. 


LONDON AND DISTRICT SOCIETY 
OF CHARTERED ACCOUNTANTS 


Change of Address 


The London and District Society of 
Chartered Accountants is moving its 
offices to 56 Goswell Road, London 
ECr, with effect from Monday, June 
22nd. As a temporary measure, tele- 
phone facilities will be available 
through the Institute's switchboard on 
01—253 1090. 


THE CHARTERED ACCOUNTANTS' 
BENEVOLENT ASSOCIATION 


At a recent meeting of the Manage- 
ment Committee of The Chartered 
Accountants’ Benevolent Association, 
the chair was taken by Mr R. L. Eke, 
F.C.A., who was re-elected as President 
of the Association for the ensuing year. 
Eight members were present. 

Two new applications were con- 
sidered. A grant was made to help to 
pay nursing home fees for the widow 
of a chartered accountant. The other 
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application was from a married mem- 
ber with two children at school. For 
some years he had become pro- 
gressively incapacitated and he may 
not be able to work again. The grant 
made should, with his wife's earnings 
from full-time employment, resolve 
their financial difficulties. 

Forty-one applications for the re- 
newal of grants were considered and 
further grants were made where appro- 
priate. Changes in circumstances were 
reported in the case of 18 beneficiaries 
and appropriate action was taken. 

One grant to a former employee of a 
firm of chartered accountants was 
renewed for a further year. 


NORTHERN SOCIETY OF 
CHARTERED ACCOUNTANTS 


New President 


Mr A. C. Dixon, M.B.E, T.D., D.L., 
F.C.A., senior partner in Thomson 
McLintock & Co, of Sunderland, has 
been elected President of the Northern 
Society of Chartered Accountants for 
1970-71. He was educated at Oundle 
School and served his articles with 





T. C. Squance & Sons, of Sunderland 
(now part of his present firm). Admit- 
ted to membership of The Institute 
of Chartered Accountants in England 
and Wales in 1931, Mr Dixon spent 
four years in industry before returning 
to practise in his native town. 

He has been a member of the com- 
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mittee of the Society since 1965 and 
chairman of the Sunderland Trustee 
Savings Bank. 

During the Second World War he 
served in the Royal Artillery, ulti- 
mately commanding the regiment into 
which he was originally commissioned 
in 1927. 

Although a keen games player in his 
younger days, Mr Dixon now finds 
relaxation on the river with a fishing 
rod. He is married with a son and 
daughter. 

Other officers elected for 1970-71 
are: 


Vice-President: Mr C. H. W. Sansom, 
F.C.A. 


Treasurer: Mr T. M. Sadler, r.c.4. 


Secretary and Information Officer: Mr I. R. 
Turner, A.C.A., Alliance House, Hood 
Street, Newcastle upon Tyne NE: 6LB 


Assistant Secretary: Mr L. H. Gatoff, 
B.A.(ECON.), A.C.A. 


NOTTINGHAM SOCIETY OF 
CHARTERED ACCOUNTANTS 


Annual Report 


The Society's annual report shows 
that membership at December 31st 
numbered 984. Of this total, 605 
members were in Nottingham (211 in 
practice, 394 not in practice); 228 
in Derby (60 in practice, 168 not in 
practice) and 151 in Lincoln (59 in 
practice, 92 not in practice). 

On the subject of courses, the report 
states that in contrast to the previous 
year when the Society held four one- 
day courses, only one — on decimali- 
zation — was held in 1969 which had 
an attendance of over roo. For the 
present session it has been decided 
that the Society would hold a course 
only if there was sufficient demand 
from members or if new legislation 
warranted one. 

Six luncheon meetings were ar- 
ranged during the year, all of which 
were well attended. So that members 
may be able to obtain maximum value 
from these meetings their form has 
been somewhat altered by having a 
buffet lunch and considerably extend- 
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ing the time for the speaker and 
subsequent discussion. 

Referring to recruitment, the report 
makes the interesting comment that 
an increasing number of practitioners 
are accepting girls as articled clerks 
for the first time and it is surprising, 
adds the report, that so few girls' 
schools are aware that the profession 
offers an interesting career with equal 
pay at attractive rates. 

The report of the Nottingham 
Chartered Accountants Students’ Tui- 
tion Scheme for the year ended August 
31st, states that Intermediate courses 
have continued to be held at Clarendon 
College of Further Education. Only 
26 students attended the day lectures 
every fourth Friday although attend- 
ances at the weekly Friday evening 
classes was 39. The pattern of day- 
release is not, declares the report, 
meeting students needs. The College 
therefore proposd that future courses 
be held for a half-day per week. 

Pre-examination revision courses 
for Final students were held at 
Nottingham Regional College of Tech- 
nology and the full-time course for 
articled clerks with a minimum of two 
‘A’ level passes was well supported. 


LEICESTERSHIRE AND 
NORTHAMPTONSHIRE SOCIETY 
OF CHARTERED ACCOUNTANTS 

Committee Report 


The annual report of the committee 
shows that membership of the Society 
at December 31st numbered 871. 

Three luncheon meetings were held 
in Leicester, and the Society held a 
course on ‘Controlling administrative 
overheads' as well as a well supported 
one-day seminar on the 1969 Finance 
Act. The Peterborough Group, the 
Leicester Discussion Group and the 
Northampton Discussion Group all 
had an active year although attendance 
by members at meetings of the last- 
named group was disappointing. 

Th :Society's education subcom- 
mittee, in conjunction with the City 
of Leicester Polytechnic, organized 
introductory, Intermediate and Final 
Parts I and II courses for articled 
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clerks, and an introductory course was 
held at the Northampton College of 
Technology. 

Unfortunately it was necessary to 
cancel the two Final Part II courses 
owing to lack of support and the 
committee expresses the hope that 
members will make every endeavour 
to arrange for their articled clerks to 
attend these and the other courses 
during the year. 


IRISH CHARTERED ACCOUNTANTS’ 
SEMINAR 


Various aspects of company finance 
were discussed at a one-day seminar 
held recently in Belfast by The 
Institute of Chartered Accountants in 
Ireland. 

Dealing with the internal finance of 
a company, Mr D. L. Hally, B.COM., 
A.C.A., lecturer in accountancy, Uni- 
versity College, Dublin, discussed 
capital structures and cash flow, and 
there inevitably followed the question 
of injection of capital from outside a 
company. Mr N. I. A. Chapman, 
A.C.A., financial controller, Ulster 
Merchant Finance Ltd, Belfast, the 
next speaker, indicated the sources of 
funds available in Northern Ireland. 

In view of the trend for companies 
to absorb and acquire others, it was 
appropriate to the theme of the 
seminar that Mr C. R. Plummer, C.A., 
a partner in Harmood, Banner & Co, 
Chartered Accountants, of London, 
should talk on ‘Mergers and acquisi- 
tions’. In the final address of the 
seminar Mr W. B. Johnston, director, 
County Bank Ltd, London, described 
the mechanics of issuing shares to the 
public. 


EUROPEAN INSTITUTE OF 
BUSINESS ADMINISTRATION 


Two-day Course in France 


A two-day programme of lectures and 
discussions on 'Current research into 
accounting principles' was held at 
the European Institute of Business 
Administration (INSEAD) on May 
28th and 29th, under the chairmanship 
of Mr R. H. Parker, B.sc.(ECON.), 


JONES LANG 


WII 


Chartered Surveyors 
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F.C.A., associate professor of finance at 
INSEAD. 

Papers were presented by Professor 
E. Stamp, University of Edinburgh, 
on ‘Establishing accounting princi- 
ples’; Professor G. Staubus, University 
of California, Berkeley, on ‘Cash 
flows and asset valuation’; Professor 
W. T. Baxter, B.COM., C.A., J.DIP.M.A., 
London School of Economics, on 
‘Depreciation’; Mr J. Vos of Philips, 
Eindhoven, on ‘Replacement value 
accounting’, and Professor R. H. 
Parker, on “Translating foreign cur- 
rencies: principle and practice’. 

Participants in the discussion ses- 
sions included: Mr M. G. Adamson, 
C.4., Thomson McLintock & Co; 
Mr D. H. Briggs, University of 
Glasgow; Mr R. E. Burrows, M.A., 
F.c.A., Group Chief Accountant, 
Alenco Ltd; Mr K. Gee, University 
of Manchester Institute of Science 
and Technology; Mr D. A. R. 
Forrester, University of Strathclyde; 
Mr P. R. Hinton, B.sC.(ECON.), A.C.A., 
Arthur Andersen & Co; Mr D. S. 
Morpeth, T.D., B.COM., F.C.A., Touche, 
Ross & Co, a member of the Council 
of The Institute of Chartered Ac- 
countants in England and Wales and 
now Vice-President, and Mr R. F. 
Summer, F.C.A., Cooper Brothers & Co. 


THE LIVERPOOL SOCIETY 
OF CHARTERED ACCOUNTANTS 


The annual golf competition of The 
Liverpool Society of Chartered Ac- 
countants was played at Royal Birkdale 
Golf Club on May 28th. The leading 


returns were as follows: 


Points 
A. G. Lewis (20) .. Le dw 38 
M. R. C. Weeks (12) Y (v. ae 
I. A. T. Legge (8) .. ge in: qu 
D. Stuttard (18) .. < wii. 
H. A. Fair (7) T M ce $2 
H. N. M. Jones (3) i se. 94 
J. N: Perrins (18) .. > zm, 83 
G. H. Low (134)  .. Ww ce ` St 
P.R.Deyes (21) >: $ PNE 
J. A. Colvin (zr) .. d ev ` 35 
Articled Clerks Points 
R Pope (5) .. ja E ga. RE 
R. Buchanan (6)  .. M HA, ` 
J. Sellers (5) T ji .. 26 
N. S. Lanceley (9) .. , (24 
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ESTATE DUTY AND TRUSTS 


A one-day conference on 'Estate duty 
and trusts’ is to be held by The 
Wolverhampton Society of Chartered 
Accountants on July rst at the 
Technical Teachers’ College, Wolver- 
hampton. 

Mr B. W. Sutherland, rF.c.A., will 
be speaking on 'Valuation of shares for 
estate duty purposes' and 'Estate duty 
mitigation’, and the general law on 
these topics with particular reference 
to the changes in the Finance Act 1969 
will be dealt with by Mr R. C. Ind, 
B.A., F.C.A. 

Cost of the conference, including 
lunch and refreshments is £3, and 
applications should be made to Mr 
J. W. Smith, F.c.a., Bekenn, Stevens 
& Co, Royton House, George Road, 
Edgbaston, Birmingham 15. 


WORLD CONFERENCE ON 
COMPUTER EDUCATION 


This year's conference of the Inter- 
national Federation for Information 
Processing (IFIP), to be held in 
Amsterdam from August 24th-28th, 
has been organized as a special activity 
during the UNESCO international 
education year. The conference will 
provide a forum for the presentation 
of reports on computer training in 
various parts of the world, and on 
future developments in general and 
professional education. 

On each morning of the conference 
plenary sessions will be held for 
discussion of the main topics relating 
to electronic data processing, and the 
afternoon sessions will consist of 
*workshops' and round-table meetings. 
The impact of computers on society 
will be considered at a plenary session 
on the final day, and a panel of experts 
will be invited to introduce discussions 
with participants — who need not 
necessarily be registered for the entire 
period of the conference. 

Full details may be obtained from 
Mr A. A. M. Veenhuis, Secretary- 
General, IFIP, Stadhouderskade 6, 
Amsterdam 13, Netherlands. 


The Companies Act 1967, Section 16 


VALUERS OF 
PROPERTY ASSETS 


: City Office : 


16/17 King Street, London EC2 
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ON OTHER PAGES . A Revolutionary Proposal 


VERY student knows that the foundation of UK company law 


APRON ni ids m Reis the case of Salomon v. Salomon ([1897] AC 22), which 
Current Affairs / 9047 established the corporate entity of the limited company as a 
MOM TENEROS a ee ee RT RSS separate identity from its members. Unfortunately, this concept of 

This is My Life a separate corporate entity was sometimes carried to extremes, and 
by An Industrious Accountant 950 until 1948 there was no effective compulsion for the shareholders 
! in a holding company - or, indeed, creditors and the public at 

Selling large — to be given any meaningful information about the full 
The Vital But Neglected Part of extent of the group's activities. The specific requirement under the 
b PL E Ann BET Companies Act 1948 for group accounts to be produced in such 

ini ML cases led initially to one or two surprising disclosures. 

Financial Contingency Planning The statutory relationship of holding and subsidiary com- 
oy M. G. Wright, B.Com., AAC CA. panies only exists where there is a majority shareholding or an 
CCS 953 effective control over the composition of the subsidiary company's 

————— board of directors. It is, none the less, perfectly possible for one 

Current Law 955 company to participate in, and to be materially affected by the 

GENEE results of, another whose accounts do not under present legislation 

p a Business Induced by have to be consolidated with its own. This is the situation en- 

visaged by the first exposure draft (reproduced elsewhere in this 
The Measure of Damages. : : : : : 
bv E Thomas Poole 956 issue) issued by the Accounting Standards Steering Committee of 
The Institute of Chartered Accountants in England and Wales, in 

Accounting for the Results pursuance of the Statement of Intent which was released last 

of Associated Companies December. 

Proposed Statement of Standard Like the famous series of ‘Recommendations on Accounting 
Accounting Practice 957 Principles’, particularly those of the pre-1948 era, to which we 


have previously alluded, the present draft goes far beyond the 
requirements of the law. It is particularly venturesome in its 
suggested definition of an ‘associated’ company, namely as one in 
which the investing company holds a long-term, substantial and 


The Accounting World 960 


Finance and Commerce 
Cadbury Schweppes Ltd — The Mark 


Lane Group — Portals Holdings Ltd — influential, though not controlling interest, and in whose policies 
City Notes — Rates and Prices 962 the investing company actively participates, usually through 
representation on its board of directors. 

Taxation Cases There is no conclusive definition of what constitutes a 'sub- € 
Woodend (KV Ceylon) Rubber and Tea stantial' interest, although this is tentatively put at approximately 
ge Ge See 20 per cent of the equity voting rights where the circumstances 
and Productivity 971 are such that, having regard to the disposition of other shareholders, 

—— —s——Ëh — ——— the iñvesting company is in a position to exercise a significant 

Correspondence 972 influence. The draft also discountenances the use of the term 

— —r -DV-- ‘associated company’ in other circumstances. 

Student Roundabout | 973 In general terms, although there have been a few exceptions, 

———— .WaƏa— — -— Income from associated companies (within the terms of the 


Notes and Notices 974 proposed definition) has been credited in the accounts of the 
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investing company only to the extent of dividends 
actually declared and/or received. However, where a 
company conducts à significant part of its business 
through a medium of other companies, as for example 
on a consortium or joint venture basis, the disclosure 
of dividend income alone does not adequately reveal, in 
the view of the authors of the present draft, the sources 
of income, the manner in which shareholders' funds are 
being employed, or the most meaningful price/earnings 
ratio zor investment appraisal. 

The proposed standard accounting practice in 

future. will requiré the investing company to include in 
its own consolidated accounts (or in its own accounts 
suitably adapted, if consolidated accounts are not at 
present required of it) its share of the profits less 
losses of associated companies. 
Io any general rule there must, of course, be 
exceptions, but the members of the Steering Com- 
mittee consider that deviation from the proposed 
standard practice should be permitted only in strictly 
defined circumstances. 

It is right to emphasize that the present draft is 
published solely as an exposure for comment by 
interested parties, and does not at this stage bear the 
authority of any of the Councils of the three Institutes 
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of Chartered Accountants. It is being widely dis- 


` tributed to persons concerned with financial reporting, 


as well as to the professional and daily Press, and 
remains open for comment until Tuesday, August 
25th. ` 

It is, however, envisaged that should the draft in due 
course be accepted by the respective Councils, it will 
affect a very large number of companies. For example, 
224 out of the 300 companies included in the English 
Institute's Survey of Published Accounts 1968-69 had 
holdings in other companies which ranged from 20 to 
go per cent of their equity share. capital; ail of which 
would prima facie rank for examination as potential 
associated companies, assuming of course that the 
investing company actively participated in the conduct 
of the business. 

Such a proposition which is likely to affect up to 
three-quarters of the largest quoted companies in the 
company as from January Ist next can fairly be 
described as revolutionary. It has not escaped notice 
that the return of the English Institute to Moorgate 
Place last month has coincided with the adoption of a 
simpler form of the Institute’s coat-of-arms, and in the 
present context we think it appropriate to suggest that 
this indicates a firm resolve to clear for action. 





Accountant MPs 


FIGHT of the 37 accountant candidates in last 
week’s General Election (see The Accountant, June 
rith and 18th) were successful, the same number as in 
1966. 

Mr W. D. Williams, F.C.A., who won Dudley at a by- 
election in 1968 and became the ninth accountant in 
the last Parliament, narrowly failed on this occasion 
to hold the seat by 336 votes after two recounts. Two 
other sitting members who lost their seats were the 
Rt Hon. John Diamond, P.C., F.C.4., who was Chief 
Secretary to the Treasury, defeated by 1,061 votes at 
Gloucester, and Mr Richard S. Wainwright, M.A., 
F.C.A., of Leeds, who had represented Colne Valley 
as a Liberal since 1966. 

The successful candidates are: 


Mr JOEL BARNETT, J.P., F.A.C.C.A., senior partner in 
J. C. Allen & Co, Certified Accountants, of Manchester. 
Labour member for HEYWOOD AND ROYTON. Majority 903 
(1966, 5,653). f 

Mr WILLIAM G. H. CLARK, F.A.C.C.A., senior partner 
in W. G. Clark & Co, Certified Accountants, of London. 


Conservative member for sURREY EAST. Majority 24,024 
(1960, 14,493). 


` Mr JOHN DAVIES, M.B.E., F.C.A., J.Dip.M.A., former 


Director-General of the Confederation of British Industry. 
Conservative member for KNUTSFORD. Majority 21,582 
(1966, 13,711). 


The Rt Hon. ALFRED ERNEST MARPLES, P.C., E.C.A., 
a former Postmaster-General and Minister of Transport. 
Conservative member for WALLASEY. Majority 3,111 
(1966, 589). 


Mr BRUCE MILLAN, C.A., of London. Labour member 
for GLASGOW CRAIGTON. Majority 7,211 (1966, 9,204). 


Mr RAFTON J. POUNDER, M.A., A.C.A., of Belfast. 
Ulster Unionist member for BELFAST SOUTH. Majority 


15,956 (1966, 10,965). 

Mr MICHAEL N. SHAW, J.P., F.C.A., senior partner in 
W. H. Shaw & Co, Chartered Accountants, of Dewsbury. 
Conservative member for SCARBOROUGH AND WHITBY. 
Majority 9,637 (1966, 5,542). 

Mr FRANK H. TAYLOR, F.C.A., senior partner in 
Frank H. Taylor & Co, Chartered Accountants, of London. 
Conservative member for MANCHESTER MOSS SIDE. Majority 
1,713 (1966, 1,083). 

e 


The change of Government, although welcomed in 


the City, has not achieved any significant alteration in 


the profession's representation at Westminster. At a 
time when accountants' particular expertise is needed 
in such matters as fiscal policy and company law, this 
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must surely be a matter for profound and continuing 
regret. | 

However, six of these eight MPs were also members 
of the last Parliament, and neither Mr W. G. H. 
Clark nor Mr John Davies is in any serse a stranger to 
public affairs. Mr Clark returns to the House after 
four years’ absence: he represented Nottingham 
South from 1959 to 66, and was Opposition front-bench 
spokesman on economics and trade ma:ters after 1964. 
Mr Davies is, of course, the former Cirector-Ceneral 
of the Confederation of British. Industry, and has a 
wide experience of industrial problems. We may hope, 
with respect, that room will be fouad in the new 


CURRENT AFFAIRS 


The Vital Vote 


HTH the knowledge that the draft integration 
agreement has already been adopted by The 
Institute of Municipal Treasurers and Accountants and 
by The Association of Certified and Corporate Ac- 
countants, members of The Institute of Chartered 
Accountants in England and Wales met on Wednes- 
day at the Royal Albert Hall to record their owa vote. 
'The President of the Institute, Mr C. Croxton-Smith, 
M.A., LL.B., F.C.A, presided, and was supported on 
the platform by the Deputy President, Mr A. H. 
. Walton, F.c.a., the Vice-President, Mr D. S. Morpeth, 
T.D., B.COM., F.C.A., the immediate Past-President, Sir 
Ronald Leach, C.B.E., F.c.A., and by three other Past- 
Presidents, Sir Henry Benson, C.8.E., F.c.A., Mr W. G. 
Densem, F.C.4., and Mr Stanley Dixon, M.A., F.C.A., 
together with the Secretary, Mr C. Even-Jones, M.B.E., 
and the Deputy Secretary, Mr John Hough, F.2.A. 
The President opened the proceedings by re- 
capitulating the issues involved. It was inevitable, he 
said, that in so far-reaching a scheme there wculd be 
difficulties and anomalies but members should balance 
any individual feature of the scheme which they 
happened to dislike against the considerable benefits 
which could be expected to accrue to tke profession and 
to the community at large. He concluded by reiterating 
in effect the advice already given when the notice ef the 
special meeting was distributed to members — 'Please 
vote’. | | . 
This request: for a full and representative Cecision 
was.strongly supported from the floor and.led to. a 
prolonged and at times: Hvely debete. The formal 
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Government for such talents as these, and that the 
group of accountant MPs will exercise an. influence out 
of all proportion to their numbers. 

Before the dissolution of the last Parliament, Mr 
John Diamond had accepted an invitation to address 
next month's Oxford summer course of The Institute 
of Chartered Accountants in England and Wales on 
"Ihe determination of public expenditure’. It is to be 
hoped that last week's reversal of his political fortunes 
wil not prevent him from dealing with a subject in 
which he has had considerable experience since 1964: 
indeed, his release from office may enable him to 
express his views with.greater freedom. l 


agenda consisted of two resolutions, both of which 
under the present constitution of the Institute require 
to be passed by a two-thirds majority ; the first being to 
approve the draft integration agreement and the second 
(conditional upon the first being duly passed) for a 
revision of the Institute’s present scale of subscriptions. 

The attendance of about 400 had dwindled consider- 
ably by the time the resolutions were put to the meeting. 
On a show of hands, the voting on each resolution was 
announced. as follows: 


Resolution 1 (integration): 121 for, 81 against. 
Resolution 2 (subscriptions): 67 for, 23 against. — 


In accordance with the papers distributed with the 
notice of the meeting, the President formally de- 
manded a poll on both resolutions. A full transcript 
of Wednesday's. proceedings is to be distributed. to 
every member of the Institute together with proxy 
forms, these forms being returnable to Messrs Myers, 
Davies & Co, not later than August 12th. The poll will 
be held at Messrs Myers, Davies & Co’s offices at 
1I a.m. on Friday, August 14th. , | 

Similar meetings were held on the same day in: 
Glasgow: by The Institute of Chartered Accountants 
of Scotland and in Dublin by The Institute of Chartered 
Accountants in Ireland. The Scottish agenda likewise 
included two resolutions, the first to implement the 
Scottish scheme of integration if the English scheme of 
integration is also to be implemented, and the second 
dealt with subscription scales, although under -the 
Scottish constitution this latter issue: required only a 
simple majority. Members of the Irish Institute were 
also asked to consider various procedural amendments 
which would necessarily follow the adoption of the 
principal resolution for integration.”  . . 

- Adoption of the draft integration agreement by: the 
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Scottish and Irish Institutes required a two-thirds 
majority in each case. | 


'The voting at the Scottish meeting was: 
Resolution 1 (integration) : 2,919 for, 1,023 against. 
Resolution 2 (subscriptions): 2,761 for, 1,028 against. 


This vote represents the Scottish Institute's final 
word on the subject. - 

At the Irish meeting the integration resolution was 
carried unanimously on a show of hands. A poll of the 
whole membership was demanded. 

The final meeting in this series will be that of The 
Institute of Cost and Works Accountants, which is to 
be held in London on July x1th. It will be remembered 
that the ICWA Council has not found it possible to 
make any firm recommendation to its membership 
upon this subject, and has recently issued a statement 
of the Institute's position if, in the event, the 
integration proposals should fail. Under the terms of 
the ICWA constitution, the integration agreement 
requires to be adopted by a 75 per cent majority if it 
is to take effect. 


Today's Men at the Treasury 


JA reci Mr Heath repeatedly made it clear 
that no member of the former Shadow Cabinet 
had any prescriptive claim on a particular ministerial 
office, the appointment of the Rt Hon. Iain Macleod 
as Chancellor of the Exchequer has come as no 
surprise. Now in his 57th year, Mr Macleod was 
educated at Fettes School, and Gonville and Catus 
College, Cambridge. He has represented Enfield West 
in Parliament since 1950, and has been the Shadow 
: Chancellor in opposition since 1965. 

The Conservative Party election manifesto included 
several specific pledges of tax reforms which Mr 
Macleod is known to be anxious to carry into effect. 
High on the list of priorities is the abolition of the 
selective employment tax and betterment levy, and 
revision of the capital gains tax legislation is a definite 
possibility. | 

Mr Maurice Macmillan has been appointed Chief 
Secretary to the Treasury, the post formerly occupied 
by the Rt Hon. John Diamond, P.C., F.c.4. In opposi- 
tion, with the assistance of privately-sponsored re- 
search, he conducted a vigorous and complex assault 
upon the methods used by Board of Trade statisticians 
for seasonal adjustment of Britain's trade figures. He 
is a former executive chairman of the Wider Share 
Ownership Council - which may not be without 
significance in view of the Conservative Party's pre- 
ferred economic strategy of raising the ratio of personal 
savings so as to allow room for cuts in direct taxation. 

The third and fourth members of the new Treasury 
team are Mr Patrick Jenkin and Mr Terence Higgins, 
both of whom entered Parliament in 1964, and who 
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have both had front bench experience in Opposition 
on Treasury and economic affairs. Whilst the Con- 
servative Party at present is not specifically committed 
to the introduction of a value added tax, Mr Jenkin 
is known to be a firm advocate of such a- tax, and could 
be expected to play a major part in working out the 
administrative details if it should in fact be introduced. 
He has also been particularly active in exposing 
anomalies in the SET and has consistently opposed 
its discriminatory effect upon wholesaling and in- 
visible exports. 

The new Chancellor heads a powerful team of 
innovators who are committed by personal conviction 
no less than by Party policy to the reform of Britain's 
taxation system. It is confidently predicted that the 
burden of direct taxation on earnings will be shifted in 
favour of a tax system that penalizes spending. The 
present system has lost much of its buoyancy, and a 
shift to indirect taxation offers the best opportunity 
for wage and salary earners, particularly young married 
couples, to save out of earnings. 

In addition to specific fiscal reforms, the Treasury 
team may also be sympathetic towards administrative 
changes in presentation of the annual Budget to 
Parliament. There is increasing support for the view 
that the present system, which produces a Bill without. 
prior discussion under a cloak of secrecy, and which is 
then subject to extensive amendments, is hopelessly 
inefficient. An alternative — as advocated by the 
accountancy profession in 1968 — would be the appoint- 
ment of a specialist Parliamentary committee to discuss 
taxation in advance of the annual Budget. 

Mr Macleod is reported to have emerged from his 
first Treasury briefing in a far from cheerful mood, 
since Britain has enjoyed relatively little economic 
growth for too long. One obvious target for his atten- 


tion is to control the proportion of public expenditure 


in real terms to total expenditure. With so much 
waiting to be done, an autumn Budget becomes a 
distinct possibility. 


The City Code 


HE City Panel on Take-overs and Mergers has 

recently issued two further practice notes, dealing 
respectively with rules 15 (profit forecasts and asset 
valuations) and 29 (disclosure of dealings) of the City 
Code. These notes do not introduce any new principles, 
but record interpretations of the rules in particular 
circumstances. 

Rule 15 requires the accounting bases and cal- 
culations used for any profit forecast in a bid situation 
to be examined and reported on by the auditors or 


consultant accountants, and also by any merchant 


bank or other adviser mentioned in the document. The 
new practice note emphasizes that the fact of a forecast 
having already been made outside a bid situation (e.g., 
in an interim statement or annual report) does not in 
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any way reduce the requirement for it to be reported on 
if it is repeated in a document issued for the purposes of 
a bid. Directors and others are also reminded that 
certain forms of words, even when no figure is men- 
tioned, may constitute a profit forecast. One example 
given by the Panel is ‘profits will be somewhat higher 
than last year’. 

- Rule 29 of the Code (disclosure) permits the parties 
to a merger or take-over to deal at arm's length in the 
shares of the affected companies, subject to disclosure 
of the total number of shares acquired or sold by them 
or their associates to the Stock Exchange, the panel, and 
(other than transactions for the account of investment 
clients who are not themselves associates) to the Press. 
'The practice note points out that when dealings by or 
on behalf of a principal are disclosed, the principal 
must be named. Dealings by associates on behalf of 
discretionary investment clients must be disclosed as 
dealings for associates; but this does not extend to 
dealings by a clearing banker whose sole relationship 
with the party is the provision of normal commercial 
banking services. 

Copies of these practice notes, No. 4 (profit forecasts) 
and No. 5 (disclosure) are available from the Secretary, 
Panel on Take-overs and Mergers, Bank of England 
Building, New Change, London EC4. 


IRC Stake in Industry 


Pi the year ended March 31st, 1970, the Industrial 
Reorganization Corporation invested a net £30 mil- 
lion of which some £97 million was in ordinary shares 
or convertible loans. The Corporation thus has a total 
equity investment of £22:6 million out of a grand total 
of £80:5 million. 

In reporting these figures in its 1969—70 report and 
accounts, the Corporation notes that it has not been 
necessary to make provision for loss in -espect of any 
particular investment. It is noteworthy that it remains 
IRC policy to turn its funds over as quickly as possible 
and to dispose of its shareholdings at an appropriate 
time as soon as the necessary reorganization and 
management changes are completed. The hope is 
expressed that a start may be made in certain invest- 
ments during the current year. | 

Commenting on the events of last year, the report 
states that the loan of £25 million to British Leyland 
Motor Corporation proved. expensive, due to the high 
rates of interest prevailing during the year, and it is 
hoped that a significant part of this borrowing will be 
re-financed at lower rates during the current year. On 
the other hand, notes the report, the loan has enabled 
desirable reorganization to take place which might 
otherwise have been long delayed. During the past year 
the Corporation has disposed of £24 millon unsecured 
loan stock in the English-Electric company and two 
unsecured loans totalling under £4 millicn to Dixon & 
Sons Ltd and Davy-Ashmore Ltd. 

Cne ‘of the more interesting comments on the 
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economic situation in general is the note in the report 
to the effect that investment in manufacturing industry 
in the UK, despite investment grants and an effective 
capital market, has remained at a lower level than that 
of Britain’s chief competitors. It notes that the UK 
would have to increase the current level of industrial 
investment by 40-per cent to match Germany’s recent 
performance. Undoubtedly these considerations will 
weigh heavily with the new Government. 


More Birthday Honours 


EVERAL further honours have been bestowed 

upon members of the profession, in addition to 
those noted in The Accountant last week. They include 
the award of the CBE to Mr George Edmund Cameron, 
F.C.A., a Past-President of The Institute of Chartered 
Accountants in Ireland, who is chairman of the 
Northern Ireland Industries Development Advisory 
Committee, and a director of the Ulster Bank Ltd. 


Other recipients of the CBE include: 


Mr Bernard David Arthur Greig, M.COM., F.C.A.(N.Z.), 
of Wellington, New Zealand; : 


Mr Stanley Johnson, F.c.A., managing director of the 
British 'Transport Docks Board; and 


Mr Thomas Lawrence Somerscales, F.c.a., general 
secretary of the Joint Committee of the Order of 
St John of Jerusalem and the British Red Cross 
Society. 

Mr Cyril Edgar Kirk, F.C.A., formerly a partner in 
the Brazil practice of Messrs Deloitte, Plender, 

Griffiths & Co, receives the MBE. 


Trustee Savings Bank Frauds 


HE annual report of the Trustee Savings Bank 

Inspection Committee for the year ended Novem- 
ber 2oth, 1969, was published recently by the Stationery 
Office. It discloses several instances of weakness in 
internal control by individual banks which could have 
had potentially serious consequences. 

In addition to one case apparently under investi- 
gation at the time of the committee's last report, 
three further instances of misappropriation of funds 
by members of bank staffs were notified during the 
current year. Referring to these cases, the inspection 
committee again emphasizes the importance of 'certain 
elementary security measures', including the calling 
in of pass-books for verification, independent balancing 
of depositors' ledgers at regular intervals and the 
surprise interchange of staff. | 

There were three reports of large cash shortages 
which, despite intensive investigation by internal 
inspection staff and by the police, could not be con- 
clusively attributed to any one individual. One of these 
cases. clearly revealed a lack of proper till control. 
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"There were also several cases of fraudulent withdrawals 
by third parties. 

« Although the continuing trend of cash errors is a 
cause of proper anxiety, the committee emphasizes 
that the incidence of these errors is not disproportionate 
to the growing number of transactions and increased 
turnover. At November 2oth, 1969, a total of 1,485 
banks and other offices were open for business, com- 
pared with 1,464 a year previously, and the total due 
to depositors had risen to £2,416,628,000. 

Mr W. G. Densem, F.c.A., a Past-President of The 
Institute of Cbartered Accountants in England and 
Wales, has been reappointed to membership of the 
Inspection Committee for a further four years expiring 
in November 1973. 
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Unrestricted Partnerships 


EMBERS, of the Institute: of Actuaries and the 

Faculty of Actuaries are now exempt from the 
requirement, under section 434 of the Companies Act 
1948, that a partnership shall not consist of more than 
20 members. This is the effect of an order recently 
made by the Board of Trade under the provisions of 
section 120 (2) of the Companies Act 1967. 

Section 120 (1) already permits the formation of 
partnerships of more than 20 persons by solicitors, by 
accountants qualified for the purposes of section 161 
of the 1948 Act, and by stockbrokers. A previous order 
by the Board of ‘Trade conferred a similar dispensation 
on firms of chartered surveyors. 





THIS IS MY LIFE 


The Innocent 


by An Industrious Accountant 


|: hadn't been one of our best annual general meet- 
‘Tings. Shareholders had been critical, caustic, and 
condemnatory about our decrease in profits, and the 
chairman had been caught out in an evasive reply 
during question time and had generally been given the 
third degree. I expected him, therefore, to be pretty 
subdued the following morning; but not a bit of it. 
When I went to his room in response to his summons 
he was like the traditional two-year-old. 

‘About all the trouble yesterday’, he commenced 
with a sort of indulgent nostalgia, ‘all that fuss about 
the overdraft going up and the reserves going down, and 
that little rat who asked all the crooked questions. 
Probably an anarchist, or a saboteur, what?’ The 
chairman is normally tolerant of dissident minorities, 
being a great supporter of the merits of free speech, 
but he regards attacks on the. industrial oligarchy as 
essentially criminal and perverted. 

I did a spot of sympathetic-sounding but insincere 
tut-tutting, for the majority of questions had been 
basically legitimate, so the chief unbent further. He'd 
been talking to his cousin the previous evening; this 
chap was a brass-hat in the shipping world and all that, 
and he'd come up with quite a brainwave. Mean to say, 
he knew the drill; he wasn't a desk-wallah type; he'd 
seen it happen himself! | mE | 

Interrogative noises on my part elicited further 
information. The cousin's company had apparently 
been losing money hand over fist, with low produc- 


tivity and high operating costs, and it couldn't see its 
way to carry on further. Dashed silly business, really, 
brooded the chairman, they had been real deep into the 
red, bedevilled both with shipyard agitators and 
incompetent contractors who'd got some smart-alec 
lawyer to fiddle a way round the penalty clauses. 
But it had all been changed dramatically. 

Then he produced the deus ex machina. Now, if our 
own not inconsiderable business could be shown to be 
going downhill; if its closure would throw hundreds - 
of employees on the streets and bankrupt scores of 
business clients; if the local economy would be 
drastically depressed, why then the Government could 
be asked to step in to salvage what was left! There was 
this top-level bunch to undertake industrial re- 
organization, with millions, literally millions, to splash 
around, and it was time we got our share of the spoils. 

‘Bis dat qui cito dat’, said my chief briskly, purloining 
my favourite business maxim. ‘Now, how about setting 
up a case for us? Show ’em we need cash and so on — 
maybe a preliminary long-term loan to start.’ 

It wasn’t an easy question to answer, for the obvious 
reason. that I didn’t know. The aforesaid corporation 
had a so-called ‘revolving facility’ with BLMC, and 
the Government had had dealings with Cunards and 
Rolls-Royce, but the financial background was far 
from clear. ‘Dammit’, interrupted the chairman, ‘they 
take our money — we've been mulcted for tax for years 
back — and shove it over to chaps who can't manage 
their own business properly and who'll probably have 
lost it all by next year. Why can't they give us some- 
thing? We're not duds; we've got worried shareholders, 
too; we'll come up with a profit next year!’ 

There was a fallacy in his argument but it wasn't 
my place to point it out. I'd do him a memo, I said 
encouragingly, and the board could discuss it at their 
next meeting. 

There could be unsuspected strings to Government 
hand-outs, such as — for example — a new chairman. 
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Selling 


The Vital But Neglected 
Part of Accounting 


by D. J. FARRELL, A.C.W.A., A.C.I.S. 


This night your valuations of his fleet will torment me 
in dreams but in disbelief of them | needs must engage 
_ the enemy on the morrow. . . 


Van Schliedwelte 


p industry abounds with competent ac- 
countants, capable men who devote diligence and 
professional skill to the production of reports on their 
companies’ well-being. These they offer at monthly 
intervals to their board or executive committee in 
anticipation of that positive action which is the hall- 
mark of informed business judgement. 

But somehow it doesn't seem to happen like that. 
Members .of the board.skip through the figures, a 
grunt here and a nod there acknowledging the ac- 
countant's comments. Quizzical looks and the per- 
sistent rustling of paper by one member show that 
he cannot find the place, whilst the benign smile of 
ancther executive makes it clear that he is quite 
happy to be reading the wrong page. Quickly then 
to the next item on the agenda. Next month's sales 
are going to be the best ever. That big order from 
Nicaragua, which didn't quite reach confirmation last 
month, or this month either, is now very near. 

In circumstances like this, the waste of effort on the 
part of the accounts department in producing quality 
data is massive. The whole purpose of accounting 
reports is to inform. The design of the system to 
yield information by product, by function, on.a 
marginal or absorption basis, uses the accountant's 
professional expertise but it is only part of his function. 
Unless the recipients of the information understand it 
sufficiently well to use it as a basis for action the 
accountant has failed. 

The duties of the accountant then are twofold. 
First, he must provide information. Second, he must 
educate those who receive his information so that they 
may interpret it correctly. S 


What the accountant sells 


Every day information is presented, understood and 
ignored. The newspapers, for example, print gossip 
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columns which occupy the public as they wait in bus 
queues but do not set out to inspire action. Manage- 
ment information is not newspaper gossip. The 
accountant must secure an active response. In this 
respect he has a selling function. 

The accountant is probably the most important 
salesman in a company. The product he sells is the 
life and prosperity of his own company to those who 
can influence it most. Yet no professional accounting 
body sets an examination paper in salesmanship and 
in many companies the ability of sales manager and 
accountant to communicate with each other leaves 
much to be desired. 


Selling the wrong product 


But before accountants rush into the world of the 
hard sell, a note of caution. Because of his ability to 
interpret the figures his department prepares, and of the 
extent to which he can gauge in profit terms the out- 
come of policy decisions, the accountant ts certain to 
formulate, at least in mental outline, the solutions he 
would put forward to his company's business prob- 
lems. In giving emphasis to the salient points of com- 
pany performance his job is to sell information, not to 
sell his own recommendations. He will make recom- 
mendations of course, but in this respect he is on a 
par with his fellow executives. 

‘It may be that this is a root cause of the reticence 
sometimes encountered from financial men at board 
meetings. Rather than play an ace as soon as the 
month's results are considered, the accountant waits 
for comments from his colleagues. These comments 
may be uninformed, defensive or irrelevant, but they 
are made first. Consideration of them can be time- 
wasting, particularly if the chairman is susceptible to 
the many and varied devices that can be put before 
him to encourage him to stray from the business 
under discussion. 


The individual approach 


'To return to the accountant's need to sell his product. 
If he succeeds, he will evoke a twofold response in his 
fellow executives. | 

Response number one is, quite simply, 'I under- 
stand'. Response number two has two alternatives 
depending upon the message imparted by the in- 
formation. It is either: ‘I propose to take no action to 
amend developments’ or ‘I propose to take amending 
action’. Response number two is dangerous to the 
business if it is made before response number .one, 
because hunch is substituted for management. “I 
understand’ is, therefore, all-important. 

The accountant places before his board a monthly 
profit and loss statement. The format is similar in 
appearance to the one used in the company for the past 


` six years. There have been changes. A variance now 


appears as two figures instead of one and the heading 
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*Miscellaneous' has gone, but in essence the statement 
is very much the ‘mixture as before’. On the board 
are executive directors responsible for sales, pro- 
duction, research and personnel. Although they have 
their membership of the executive committee ‘in 
common, each one of them approaches his daily 
business task as a specialist, with specialist thinking 
and an inevitable degree of specialist bias. Each then is 
different. Would a salesman approach such a diverse 
market by offering each person the same ‘handout’, 
without verbal support of any kind? 


Informed decisions 


The personal touch is needed, and in this case the 
effort required to provide it is almost negligible. T'he 
sales director, for example, needs to be able to say 'I 
understand the state of the business sufficiently well 
to be able to take any action which I, as sales director, 
am empowered to take’. Suppose the company is well 
behind its profit budget for three main reasons: 


(z) The volume of sales is healthy but includes too 
many low-profit items. i 


I (2) Model 2461 is a source of great production 
; problems and standard cost is always exceeded. 


(3) Pure research costs have rocketed. 


The sales director can do something about the first 
item. He can also slow down the sales effort on Model 
24061 to give production time to iron out the difficulties. 
All he needs from the information is to see this part 
of the company's business clearly enough to make 
informed decisions. So the accountant, offering the 
personal touch, gives the. sales director exclusive 
information about items 1 and 2 on page one of his 
report: This'is not the same as a written report dealing 
with sales, Model 2461 and research in turn. The 
sales director's front page is different from the research 
director's front page. | f 

All the directors receive the profit and loss account 
as page two. When the managing director comments 
that profits are low, each director speaks with authority 
about his own part of the company. None need to 
spend the time of the meeting fishing in the unfamiliar 
pcol of complicated accounting data. 


The salesman's armoury 


Personal service has the disadvantage that it can-degen- 
erate into a supply of data for short speeches from 
floor to chair, particularly in companies living close 
to budget in blissful complacency. Faced with com- 
placency, the accountant needs to look for other selling 
tools with. which to activate his customers: `. 
Shock; Not to be used too often. When directors 
give their departmental synopses each. month it. is 
useful ‘to minute what each says he intends to do: The 
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recording of a plan in this way is nothing new. It is, 
after all, the basis of budgetary control. 

Suppose in April the research director says he will 
cut costs by 2 per cent each month until the year end. 
Jn August the accountant presents a simple graph 
projecting the research director's April plan and 
comparing his actual achievement with it. The achieve- 
ment doesn't have to be bad to make an impact. The 
shock stems from the follow-up, which can occur at 
any tine. 

Humour. Numerical business information can be cold 
and unpalatable. When it is served as limericks, dog- 
gerel or even parables, interest is sharpened. A once-off 
here is to drop a figure deliberately, causing the 
verse to scan badly or fail to rhyme. When it is noticed, 
the accountant offers the excuse of ‘typing error’ but 
the fact that it has been noticed is his success. 

‘Pictograms. The impact offered by pictograms is so 
striking that it is astonishing how accountants shun 
them. A very simple example, particularly suitable 
in the eighth month of the year in companies falling 
behind on their programme, is to have a page divided 
vertically. On the left hand side are three ships, one 
above the other. All are afloat and of normal appearance 
but the top one is large, representing budgeted sales, 
the next is smaller, representing budgeted gross profit, 
the lowest one is smaller again, representing budgeted 
net profit. On the right hand side are three other 
ships representing actual performance. Suitable de- 
grees of sinking can be contrived for performance 
below budget. If, for net profit, no ship is visible at 
all, the message ‘gets across’ very clearly and execu- 
tives go naturally to the supporting figures. 


Developing the story 


The accountant’s role in maintaining executive interest 
can be likened to the producer of the television serial. 
He must vary the programme content, introduce new 
characters and drop old ones — sometimes against the 
weight of popular opinion. If he allows his material to 
go stale, the accountant will have difficulty restoring 
enthusiasm. 

The television producer has the advantage that he 
can develop his story in numerous directions. The 
accountant, on the other hand, must always refer to 
sales, net profit and the like. But any one of these is 
d story in itself and what is required of the accountant 
is a different slant each month on the business forces 
which go to make up his company’s profit since the 
introduction of Model 2461; the effect on net profit 
of research expenditure over the last two years. The 
monthly ‘special’ report needs to be distributed before 
normal reports to allow reading time and an occasional 
provecative report will combat a decline in interest. 

Few of these ideas are new, but no claim for 
novelty is made. What is important is that accountants 
should not waste their ability by making an excellent 
product which, through reluctance to use the artistry 
of the salesman, they fail to sell... . . . — | 
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Financial Contingency Planning 


qe environment within which a business operates 
offers a wide range of potential hazards. Industry 
and national recession; bankruptcy of a major cus- 
tomer; other industries moving into one's market with 
revolutionary new products; strikes; massive Govern- 
ment intervention, all make the task of looking into 
the future fraught with difficulties. And yet year by 
year firms prepare budgets and other plans which will 
form the basis of controlling that firm's operations for 
periods of time. ‘They are in a sense trying to turn the 
uncertain future into a sequence of activities and goals 
which apply relatively fixed standards of behaviour for 
a year or more. 

In spite, therefore, of having laid out a plan for the 
operation of the business in a budget, management 1s 
aware that unscheduled factors may arise during the 
period which will seriously undermine the basis upon 
which that budget has been prepared. How flexible 
wil be management's response to such a change? 
Faced with conflicts between a fixed budget and the 
implications of change the usual response is to make a 
new plan, or to create another fixed budget. Yet what 1s 
needed is a contingency plan which supersedes the 
normal cycle of operational planning. Faced with an 
event such as devaluation in 1967, does one then have 
to plan the changes that will be required to cope with 
that event, or has one a contingency plan available for 
this eventuality which merely needs activating? 


Scope of contingency planning 


Contingency planning should cover the widest possible 
range of events and each event may have extensive 
repercussions within the business. For example, one of 
the critical decisions in the financial area 1s the volume 
of debt that the individual company can support. ‘This 
assessment will be based upon the forecasts of likely 
cash flows available to service debt over the period of 
borrowing. A major contingency is that a recession may 
occur which will reduce. cash availability. The effect 
that such an event could have upon the cash flows will 
then depend upon the way in which management 
would respond to such an event in terms of: 


(i) changes in the gross margins in order to secure 
business; . 
(ii) changes that could be effected in fixed and 
variable costs; . 
(iii) the release of cash from the run-down of stocks 
and debtors in the early part of the recession and 
more importantly the pull-back of cash as the 
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business climbs out of the recession situation; 
there will be complementary offsetting move- 
ments in creditors; 


(iv) changes in the level of new capital investment; 
(v) changes in the rate of dividend paid; 


(vi) time lags that would occur before the recession 
would be recognized as such and decisions in 
some areas, e.g., capital investment, could 
become effective. 


The decisions required in this situation are wide- 
ranging, and quite apart from providing a view of the 
trend in cash flows in the event of a recession should 
HOD some contingency planning in the areas out- 
ined. 


Contingency planning for cash needs 


In the situation outlined above management might well 
decide that the risks of a recession are sufficiently 
remote to warrant borrowing more than the minimum 
cash flows could service, so that there is at least one 
potential situation where a cash deficit could arise. This 
is of course only one factor among many which can 
cause variations from the planned movement of funds. 
How is one to prepare for these events which, although 
to some degree knowledgeable, would not be incor- 
porated into the usual operating plans? 

Some of the basic concepts involved in preparing 
the firm for such emergencies in the financial field are 
set out by Professor Gordon Donaldson in an article 
entitled ‘Strategy for Financial Emergencies’ in 
the Harvard Business Review for November-December 
1969. In thinking about the response to an unexpected 
need for funds he divides management's approach 
into three stages: 

(a) To maximize the resource of time. This revolves 
around the search for information which will 
provide the longest warning of an unexpected 
event. 

(b) Maintaining an inventory of financial resources 
available to meet the unexpected demand. 


(c) Devise a strategy for employing the mobile 
resources when the unexpected happens. 


IVlaximizing the time factor 


Major unexpected events such as the cancellation of a 
major contract, the loss of a key customer or the swift 
onset of recession will not have been planned in the 
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normal operating forecast. The effort to gain and 
sustain the target sales and profit levels 1s strong and 
. creates psychological barriers to serious contingency 
analysis, with the result that what contingency plan- 
ning is carried out is on a purely informal basis and not 
extended beyond the confines of the individual or small 
group. Indeed, because it may be indicative of ‘crisis’ 
conditions, it may be deliberately driven underground. 

In Professor Donaldson’s view financial contingency 
planning should be brought out into the open in order 
that it may receive a more sophisticated and systematic 
analysis. This can add to management’s understanding 
In two ways: 


(a) Reviewing and up-dating data pertinent to a 
contingency will clarify the decisions etc. that 
wil be required in that situation. 


(b) A continuous review of the impact upon cash 
flows can be made. 


Conventional forecasting does not provide a suitable 
medium for this purpose. What is required is a dynamic 
forecasting facility so that alternatives can be selected 
and appraised rapidly. In the recession situation out- 
lined earlier, what is required is a knowledge of how 
the variables in that situation are likely to move over 
periods of time with all the inter-relationships that can 
be involved. Ideally, what should be available is a 
simulation model of the funds flow system which will 
rapidly reveal the consequences of changing any or all 
of the input data. 


Inventory of resources 


Faced with the unexpected happening which results in 
a deficit in the cash flows, what resources can the busi- 
ness mobilize to fill the gap? This can be dealt with 
from two points of view. Firstly, looking at the 
‘liabilities’ side of the balance sheet (or the sources of 
funds aspect) what new lines of credit etc., could be 
drawn upon or arranged in a crisis period; and on the 
‘assets’ side are there any assets which can be quickly 
squeezed to release funds to meet the pressing short- 
term needs? | 

Secondly, can the outlay of funds on current ex- 
penditures be curtailed in any way? Some expenditures 
such as direct materials are related to the volume of 
activity and in a period of recession, for example, 
should be restricted in any case in line with the volume 
change. Other expenditure will be related to the long- 
term development of the business, e.g., research and 
development expenditure, or the rate at which the 
market capitalizes the company's earnings, e.g., the 
dividend paid. These must be treated with care as 
excessive reductions may reduce the firm's ability to 
raise funds. As Professor Donaldson points out, 
‘Defending the remaining financial reserves may be 
more important than defending the budget’. 

A more realistic measure is the liquidation of 
operating assets. While the long-term needs of the 
business may militate against such a course it must be 
recognized as an ultimate possibility. Because of the 
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reluctance to pursue such a course the decision to 
dispose of such assets might be taken too late, parti- 
cularly in view of the uncertainties associated with such 
a policy. l 

After the analysis of the resources that can be used in 
an emergency they should be scheduled on the basis 
of the effective time needed to deploy each in case of 
need, 1.€., 

Time cr 


Month Quarter Year etc. 


(1) Unused sources: 
Cash M 
Bank overdraft i 
Other credit sources .. 
Long-term debt 


(2) Reduction of operating 
and other outflows: 
Operating expenses .. 
Research and develop- 
ment d 
Capital investment  .. - 
Dividends 


(3) Sale of assets: 


Total resources.. 


PT n ERR ARA i ERE 


The objective of this analysis is to provide top 
management with a basis for reviewing the strategic 
disposition of resources and the alternatives that are 
available, and to demonstrate the need for active 
decisions before the pressure of circumstances limits 
that freedom of action. It also pinpoints for non- 
financial managers the way resources circumscribe 
their actions by defining the capacity of the business 
to absorb unbudgeted adverse cash flows. 


Devising a strategy for mobilizing resources 


If a company covers all possible contingencies by 
carrying highly liquid funds or unuséd lines of credit it 
will be under-utilizing its resources. They are held in an 
unproductive use rather than being used to develop 
the business and maximize the return on capital em- 
ployed. An ultra-cautious approach may, therefore, 
reduce the company's profitability. Management must 
make some judgement as to the probabilities of the 
events that could put the company off course and base 
its resources requirements on this assessment, at the 
same time bringing in the longer term resources. 
Naturally the longer the warning of cash deficiencies 
the more long-term resources can be included. 

The question of timing is also important when 
considering the response to cash flow shortfalls. The 
natural tendency is for the financial manager to make 
use of the immediately available resources and only 
alertemanagement to the problem when it seems prob- 


able that longer-term resources may be required. By 


this time management's freedom of action is curtailed 
by the lack of time before action must be initiated and, 
therefore, an on-the-spot decision is taken. A better 
policy would be to use the longer-term resources first 
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while the company still has the freedom of action 
provided by the possession of adequate short-term 
resources. 


Conclusion 


The speed and accuracy with which a business res- 
ponds to unexpected changes will be a reflection of the 
quality and the management and of the information 
system on which its decisions are based. The first 
requirement is an appreciation of the likely conse- 
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quences of unexpected events and the way in which 
management would respond to such events. The 
second is an orderly approach to the analysis of the 
resources available and the time scale for their acti- 
vation. Finally, some judgement about the way in 
which those resources would be employed in an 
emergency so as to limit tying up funds unnecessarily 
for covering all contingencies and at the same time 
adopting the most flexible use of resources in a period 
of need. 





Current Law 





Prospectus as Contractual Document 


COLLEGE advertised a one-year post-graduate 
course in economics and administration. D read the 
advertisement and wrote to the college for further par- 
ticulars. He received in.reply a prospectus containing the 
syllabus of the proposed course, a copy of the college 
calendar, and an application form. He applied for enrolment 
on this course and was accepted, but discontinued his 
studies early the following year because, as he alleged, he 
was put into a course different from that which he had 
expected to find from reading the syllabus. 
In the Queen's Bench Division, O'Connor, J., upheld D's 
contention that the prospectus and the correspondence 


between D and the college constituted a contract between ` 


the parties. D had, however, failed to prove that the college 
was in breach of that contract, and the substance of his 
claim therefore failed. 

D'Mello v. Loughborough College of Technology (The 
Times, June 17th, 1970). 


Bankruptcy: Fraudulent Preference 
TRADESMAN was adjudicated bankrupt on his own 


petition, and his statement of aífairs showed assets of 
£197 against debts of £6,836. The trustee in bankruptcy 
alleged that certain payments made by the bankrupt to the 
first defendant constituted fraudulent preferences within 
the meaning of sections x and 44 of the Bankruptcy Act 
1914. These payments had been guaranteed up to £2,000 
by a surety. 

On the hearing of the trustee’s motion, Stamp, J, held 
that the surety should have been joined as a party to the 
action, and he adjourned the proceedings for this to be done. 
Where a surety is likely to be directly affected by the ques- 


tion of whether a payment is a fraudulent preference, it 
would be quite contrary to principle to decide that question 
without giving the surety the opportunity to appear and to 
adduce such evidence as he may have. 

Re Idenden: ex parte the Trustee v. Bateman and another 
([1970] 2 All ER 387). 


Negligence: Remoteness of Damage 


N the course of building operations, W Ltd severed a 

cable which conveyed electric power to S Ltd’s factory. 
This caused a power failure, and S claimed for loss of 
production and for damage to materials in course of proces- 
sing at the time. W contended that S owned no proprietary 
rights in the damaged cable, and that the cause of loss was 
too remote from the original damage. 

Following the judgment of Lawton, J, in British Celanese 
Ltd v. A. H. Hunt (Capacitors) Ltd (The Accountant, June 
14th, 1969), Thesiger, J, held that interruption to the 
working of S’s machinery was a natural and reasonably 
foreseeable result of the damage to the cable by W. He 
therefore found for the plaintiff. 

SCM (United Kingdom) Ltd v. W. Y. Whittall and Son 
Ltd ([1970] 2 All ER 417). 


Matrimonial Proceedings and 
Property Act 1970 


HE Matrimonial Proceedings and Property Act, which 
received the Royal Assent on May 29th last, contains 
several sections of potential interest to accountants. 

Under section 4 of the Act, the Court on granting a decree 
of divorce, nullity, or judicial separation, may order certain 
transfers of property, or may vary any ante-nuptial or post- 
nuptial settlement. Section 23, however, provides that any 
settlement or transfer made in compliance with an order of 
the Court under section 4 shall nevertheless be subject to 
section 42 (1) of the Bankruptcy Act 1914. It remains, in 
other words, a disposition which may be avoided by a 
trustee in bankruptcy if such bankruptcy supervenes 
within two years, or within ten years unless it can be shown 
that the settlor was at that time solvent without recourse to 
the property comprised in the settlement or transfer. 

By section 40, a party to a decree of judicial separation 
shall not be entitled, whilst the decree is in force and the 
separation is continuing, to share in the intestacy of the 
other party. Section 41 specifically abolishes the rule of 
‘agency of necessity’ as affecting the right of a wife to 
pledge her husband's credit or to borrow money in his 
name. 
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Buying a Business Induced by Fraud 


The Measure of Damages 


by F. THOMAS POOLE 


A- the loss directly flowing from a fraudulent 
inducement to purchase a business is recoverable, 
with the exception of loss resulting from the purchaser’s 
own imprudence or incompetence. So said the Court 
of Appeal in the recent case of Doyle v. Olby ([1969] 
2 All ER 119). - mE 


The facts 


In 1963 Mr H. L. Doyle saw an advertisement for a 
business at premises belonging to A. Olby & Son Ltd 
at Epsom. The price for the lease, the business, and 
gocdwill was £4,500, with stock to be taken at a valua- 
tion. Mr Doyle made inquiries, and Mr Leslie Olby, a 
director, produced accounts for the three years ended 
December 31st, 1962, which showed considerable 
profits. | 

At the premises he saw Mr Cecil Olby, who told 
him what staff was employed; that the wage bill was 
£42 a week; and that the trade, retail and wholesale, 
was all over the counter and did not need a traveller. 
On those representations and accounts Mr Doyle 
agreed to buy for {4,500 cash. The contract also 
included a restrictive covenant that Olbys would not 
for five years engage in any similar business within a 
radius of ten miles. Mr Doyle paid for the stock and a 
new lease, which took all the cash he had (£7,000), and 
he-alsc had to raise a mortgage. z 


The truth revealed 


When Mr Doyle -went into occupation, things were 
very different from what he had been led to believe. 
The turnover was far less than he had been told, and 
it was not all over the counter. Half of it was wholesale, 
obtained through a traveller. The transaction was a 
disaster for Mr Doyle. But this was not all. From 
February, 1964, an associated Olby company at Penge 
canvassed customers from the Epsom business, and 
Mr Doyle started an action for damages for fraud and 
conspiracy. | | | 

Even after commencing the proceedings for damages, 
Mr Doyle tried his best to retrieve his position. After 
three years he managed to sell the business for £3,700, 
but he was left with debts of around £4,000. 

At the trial of Mr Doyle’s action Mr Justice 
Swanwick found all the defendants guilty of fraud and 
conspiracy. In particular he found that the representa- 
tion that a traveller was not needed was completely 
untrue, since Mr Cecil Olby had himself been the 


traveller at wages for two days a week (£555 a year). 
The Court awarded Mr Doyle damages of £1,500, 
but he considered that this sum was inadequate, and 
appealed to the Court of Appeal. 


The appeal 


The question for the Court of Appeal was the amount of 
damages. The High Court had arrived at the figure of 
£1,500 on the basis of ‘allowing two and a half times 
the cost of employing a part-time traveller at £600 a 
year, reckoning this as representing the reduction in 
the value of the goodwill and thus as an award equiva- 


lent to making good the misrepresentation. However, 


the Court of Appeal said that that conclusion was 
erroneous because it failed to distinguish between 
damages for breach of contract and damages for fraud. 


Measure of damages for fraud 


The Court of Appeal found that there was no direct 
method laid down for assessing the amount of damages 
that could be awarded in an action for fraud: In 
delivering judgment in McConnel v. Wright ([1903] 
Ch 546) Lord Collins had said that the highest limit of 
damages for fraud, in that case, was the whole extent 
of the loss measured by the money which was in his 
pocket, and was now in the pocket of the other party, 
which happened to be a company. However, in the 
later case of Clark v. Urquhart ([1930] AC 28) Lord 
Atkin had said that that was too limited and too rigid, 
and that the measure of damages for deceit (or fraud) 
should be all the loss directly flowing from the fraudu- 
lent inducement, and any consequential damage 
suffered. . 

In the present case Mr Doyle had not.only lost the 
money, but he had paid for a business which he would 
never have bought had there been no fraud. He had 
also been put to expense and loss in trying to run a 
business which had turned out to be a disaster. The 
Court stressed the importance of a clear distinction 
between the measure of damages for breach of contract, 
and for deceit or fraud, and after considering the claim 
in detail, assessed the proper award of damages at 
£51580. | 

Even the most prudent purchaser of a business may 
be misled by misrepresentations of the vendor, and 
this case illustrates that the courts are willing to order a 
realistic payment of damages when such misrepresenta- 
tions occur. E 
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| Accounting for the Results of 
Associated Companies 


Proposed Statement of Standard Accounting Practice 


[his is the first 'exposure draft' to be issued for comment by the Accounting 
Standards Steering Committee of The Institute of Chartered Accountants in 
England and Wales, in association with the Scottish and Irish Institutes. It has not 
been considered by the Councils of the three Institutes and does not, therefore, at 
this stage carry their authority. In due course it will be presented to them for approval 
as a definitive standard of accountancy practice, but meanwhile the Steering Com- 
mittee invite those organizations or individuals concerned with financial reporting, 
whether as preparers or users of accounts, to express their views on the draft 
statement before final decisions are taken. The closing date for comment, which 
should.be sent to Chartered Accountants’ Hall, London EC2, is August 25th. 


E from investments in 50 per cent and less 
than 5o per cent owned companies-has in the past 
normally been included in the investing group of 
company's accounts only to the extent of dividends 
received or receivable up to its accounting date. With 
the spread of trading through joint venture and other 
companies which are $0 per cent or less than 50 per 
cent owned there has started to emerge the practice of 
bringing into the accounts of the investing group or 
company its share of the profits or losses of such 
companies. The purpose of the statement which follows 


PART 1 — EXPLANATORY NOTE 


I. It is standard accounting practice for a company not to 
take credit in its own (i.e., non-consolidated) profit and loss 
account and balance sheet for its share of the profits of other 
companies (subsidiary or otherwise) which have not been 
distributed. The view is taken that the inclusion of un- 
distributed profits would ignore the separate legal entities of 
the companies concerned and, as regards the investing 
company, be in breach of the principle that credit should 
not be taken for investment income until it 1s received or 
receivable. 


2. However, where a company conducts an important 
part of its business through the medium of other com- 
panies, whether more or less than so per cent owned, the 
mere disclosure of dividend income (or mere inclusion of 
dividend income alone) is unlikely to be sufficient to give 
shareholders adequate information regarding the sources 
of their income and of the manner in which their funds are 
being employed. e 

3. At one time such operations were usuallv carried out 
through the medium of subsidiary companies. It was for 
this reason that the Companies Act 1948 required the 
preparation of group accounts, normally in tne form of 
consolidated accounts. In recent years there have been two 


is to establish a standard method of accounting for the 
results of associated companies. 

The better to appreciate the accounting method 
proposed, there should be kept in mind the distinction 
between (a) a company's own accounts as a legal 
entity and (b) its group accounts in the form of con- 
solidated accounts, the objects of which are to show the 
results and state of affairs of the group so far as concerns 
members of the parent company. 

Use of the term ‘associated company’ should in future 
be restricted to the meaning defined in this statement. 


important developments. One has been the growing 
practice of companies to conduct parts of their business 
through other companies (frequently consortium or joint- 
venture companies) in which they have a substantial but 
not a controlling interest. The other is the importance 
which investors have come to attach to earnings (as distinct 
from dividends) and to the price/earnings ratio (P/E ratio). 
Thus, in order that the investing company's accounts as a 
whole may give adequate information, and provide a total 
of earnings from which the most meaningful P/E ratio can 
be calculated; it is considered necessary that the coverage of 
consolidated accounts be extended so that they shall 
include (within the framework of the. existing law) the 
share of earnings or losses of companies which are described 
in this statement as associated companies (see paragraphs 


6 and 7). 


4. This approach recognizes a difference in principle 
between the nature of investments in associated companies 
(as defined in this statement) and other forms of trade 
investment. The essence of the distinction is that the in- 
vesting company actively participates in the commercial 
and policy decisions of its associated companies; it thus has 
a measure of direct responsibility for the return on its 
investment, and should account for its stewardship ac- 
cordingly, whereas it ‘will not normally seek to exert 
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direct management influence over the operating policy of 
othe- companies in which it invests, and should continue to 
deal with them in accordance with traditional accounting 
methods. | 


s. The broad concept underlying the accounting treat- 


ment of the results of associated companies here stated is © 


the adaptation in substantially modified form to the results 
of such companies of the consolidation procedures adopted 
for subsidiary companies. It follows from this that the 
investing group’s share of associated companies’ profits 
and losses will be reflected in its consolidated profit and 
loss account and its share of their post-acquisition un- 
distributed profits and reserves and relevant net assets will 
be reflected in its consolidated balance sheet, though not in 
the investing company’s own balance sheet as a legal 
entity. 


PART 2 — DEFINITION OF 'ASSOCIATED 
COMPANY’ 


6. A company is an associated company of the investing 
group or company if: 
(a) the investing group or company's interest in the 
associated company is essentially that of a partner in 
a joint venture; or 
(b) the investing group or company’s interest in the 
associated company is substantial (De, not less than 
approximately 20 per cent of the equity voting rights) 
and, having regard to the disposition of the other 
shareholdings, the investing group or company is in a 
position to exercise a significant influence over it. 


+. In both cases it is essential that the investment should 
be for the long term and that the investing group or 
company participates (usually through representation on 
the board) in commercial and financial policy decisions 
including the distribution of profits. f 


PART 3 — PROPOSED STANDARD 
ACCOUNTING PRACTICE 


Bases of accounting for income 
of associated companies 


8. Inccme from investments by a company or its sub- 
sidiaries in associated companies (as defined in paragraphs 
6 and 7 above) should be brought into account on the 
following bases: 


(a) In the investing company's own accounts 
^ A Dividends received up to the accounting date of the 
investing company or receivable in respect of ac- 
counting periods ending or on before that date and 
declared before the accounts of the investing com- 
pany are approved. 


(b) In the investing group's consolidated accounts (see 
faragraph 9) 
The investing group's share of profits less losses 
of associated companies (see paragraph 13 for 
exceptions). 


9. Where the investing company has no subsidiaries or 
otherwise does not prepare consolidated accounts it will be 
necessary for it to adapt its profit and loss account, suitably 
titled, to incorporate the additional information required by 
this statement (see Appendix 2). References in this state- 
ment to investing groups and consolidated accounts are to 
be taken as embracing such additional information in the 
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case of investing companies without subsidiaries or which 
do not otherwise prepare consolidated accounts. 


ro. Where an associated company itself has subsidiary or 
associated companies, the profits or losses to be dealt with 
in the investing group’s consolidated accounts are its 
attributable proportion of the profits or losses of the group 
of which the associated company is parent. 


Inclusion of associated companies’ results 
in consolidated accounts of investing group 


II. The investing group should include in its consoli- 
dated accounts its share of all associated companies' 
results (whether profits or losses), where material, subject to 
the exceptions stated in paragraph 13. 


12. The accounts used for the purpose of including 
associated companies' results should be audited accounts 
coterminous with those of the investing company. If this is 
impracticable, one of the following alternatives should be 
adopted: 


(a) using audited accounts of the associated company 
made up to a date which is not more than three 
months before the date of the investing group or . 
company's accounts; or 


(b) using unaudited interim accounts of the associated 
company which are coterminous with, or made up to 
a date not more than three months before, the date of 
the investing group or company's accounts, provided 
there is sufficient assurance that they have been 
properly prepared to a standard acceptable for use by 
the investing group or company. 


Where one of the above alternative bases has been adopted 
the facts should be disclosed if the amounts involved are 
material. 


13. Associated companies’ results should be omitted from 
the consolidated accounts only on the same grounds as 
those which would permit group accounts not to deal with 
a subsidiary, notably if it: 


(a) would involve expense or delay out of proportion to 
the value to the members of the investing company; 


or 
(6) would be misleading. 
The reason for omission should be stated. 


14. If an associated company has incurred losses which 
for the reasons set out in paragraph 13 above are not dealt 
with in the investing group’s consolidated accounts, the 
investing company’s directors should make appropriate 
provision in the consolidated accounts. 


Accounting adjustments 


15. Adjustments similar to those adopted for the purpose 
of presenting consolidated accounts should be made to 
exclude from the investing group’s consolidated accounts 
such items as its share of pre-acquisition profits and un- 
realized. profits on stocks transferred to associated com- 
panies and to achieve consistency with the accounting 
practices adopted by the investing group. 
+ 


Profit and loss account items 


16. Profits before tax. 'The investing group should include 
in its consolidated accounts the aggregate of its share of 
before-tax profits (less losses) of associated companies. The 
item should be shown separately and suitably described, 
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for example'as ‘share of profits less losses of associated 
companies’, 


17. Taxation. The tax attributable to the share of profits 
of associated companies should be disclosed separately 
within the group tax charge in the consol. dated accounts. 


18. Exceptional items. The investing group's share of 
aggregate exceptional items dealt with ir. associated com- 
panies' accounts should be included with the group share of 
exceptional items unless the amount is material in the 
context of the group's results, when it shculd be separately 
disclosed. 


19. Net profit retained by associated companies. ‘There 
should be shown separately the investing group's share of 
aggregate net profits less losses retained by associated 
companies. 


20. Other items. ‘The investing group sl. ould not include 
its attributable share of associated companies’ items such as 
turnover and depreciation in the amounts of these items 
disclosed in its consolidated accounts. 


21. Examples of profit and loss accounts drawn up to give 
the information required are shown in Appendices 1 and 2. 


Appendix 1 


EXAMPLE OF CONSOLIDATED PROFIT 
AND LOSS ACCOUNT FOR A COMPANY 
WITH SUBSIDIARIES 


Consolidated Profit and Loss Account of [an 
investing company] and subsidiaries inzorporating 
results of associated companies 


£ 
Turnover (of the investing company and subsidiaries) .. X 
Operating profit m 
[after charging depreciation and all other trading 
expenses of the investing company and sub- 
sidiaries] š au ak 
Share of profits less losses of associated companies Gier ce 
Profit before taxation oy. uM 
Taxation — Investing group X 
Associated companies x X 
X. 
Minority interests x 
Profit after taxation before exceptional items X 
Exceptional items (group proportion after deducting 
minority interests and including share of as- 
sociated companies' items) X 
Profit attributable to members of 
[the investing ee (See alae x 
Dividends . x 
Net profit retained £X* 
By [the investing company] x 
By subsidiaries. . x 
In associated companies > 
LA" 


Nere: Of the profit attributable to members of [the investing 
company], £ — is dealt with in the accounts of [the investing 
company]. 
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Balance sheet items 


22. 'The amount at which the investing group's interests 
in associated companies should be shown in the con- 
solidated balance sheet is: 


(a) its share of the net assets of associated companies; 
adjusted by 
(b) the Ge (premium or discount) between the 
cost of such investments (less any amounts written 
off) and the investing group's share of associated 
companies' net assets at book amount at the date of 
acquisition. 
The two items should be shown separately. À suggested 
description is: 
Interest in associated companies: 
Share of net assets at book amount KE 
Premium (or discount) on acquisition X X 
Information regarding associated companies’ net assets 
should be given if materially relevant for the appreciation by 
the members of the investing company of the nature of their 
investment. 


23. lhe amount at which the investing group's interests 
Appendix 2 


EXAMPLE OF PROFIT AND LOSS ACCOUNT 
FOR A COMPANY WITHOUT 
SUBSIDIARIES 


Profit and Loss account of [an investing company] 
incorporating results of associated companies 


Turnover (of the investing company) 


| barn, 


Operating profit 
[after charging depreciation and all other trading 
expenses of the investing company] I 
Share of profits less losses of associated companies .. 


Profit before taxation 
Taxation — Investing company 
Associated companies 


X 
X 


Profit after taxatior: before exceptional items 
Exceptional items ii company and associated 
companies) . 2 TA 


(na za |> x ox x 


Profit EE to members of [the EE Ge 
comprising: 
Profit of [the investing company] . 
Profits retained by associated companies SCH 


^ 


Dividends " T 7 T es ét, ue 


Net profit retained 


By [the investing company] . 
In associated companies 
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in accumulated reserves is shown in the consolidated 
accounts should distinguish between profits retained by the 
group and profits retained by associated companies. It will 
also be necessary to take account of and disclose movements 
on associated companies’ capital reserves, e.g., surplus on 
revaluation of fixed assets. 


24. The investing company's own balance sheet as a legal 
entity should not state its investment in associated com- 
panies in such a way as to suggets that the undistributed 
profits of associated companies are immediately available 
for distribution by the investing company. 


Disclosure of bases 

25. Of the companies regarding which information is 
given in compliance with section 4 of the Companies Act 
1967, the investing company should indicate which are 
associated companies for the purpose of this statement and 
the basis of their selection. 


Date from which effective 
26. The method of accounting for the results of as- 
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` 


sociated companies set out in this statement should be 
adopted as soon as possible and regarded as standard in 
respect of reports relating to accounting periods starting 
or after January Ist, 1971. ` 


PART 4 — NOTE ON LEGAL REOUIREMENTS 


27. Paragraph sA of Schedule 2 to the Companies Act 
1967 requires certain information to be given about 
unquoted equity investments in the absence of a directors' 


` valuation. The information required to be given by this 


statement may not fully satisfy the requirements of the 
Act. To that extent it will be necessary either to re-arrange 
the information appropriately or, if this is impracticable, 
to provide it by way of a separate note. 


28. In dealing with the results of associated companies, 
regard should be had to the provisions of paragraph 12 (1) ` 
(g) of Schedule 2 to the Companies Act 1967, which requires 
the amounts respectively of income from quoted invest- 
ments and income from unquoted investments to be shown 
in the profit and loss account. 


The Accounting World 


Topics of Professional Interest from Other Countries 


pre 


CANADA 


Royal Commission Report on Atlantic 
Acceptance Collapse 


HE Royal Commission which reported in December 

on the collapse of Atlantic Acceptance Corporation in 
Canada considered that auditing standards of the Canadian 
Institute of Chartered Accountants 'fall short of recom- 
mending a sufficient standard of care by the auditors of 
the parent company towards the work of other auditors 
engaged by subsidiaries, especially in the case of finance 
companies borrowing large sums from the public through 
the sale of obligations'. 

Commenting on the report, the Journal of Accountancy 
(New York) for April said that the Commission equated 
the case, which involved default on current debts of 
$5-or million, as being "as much a watershed in the history 
of accounting in Canada’ as the McKesson and Robbins case 
was in the United States in the late 1930s. If any lesson was 
to be learned from the Atlantic Acceptance case 1t was that 
the auditor of the parent company must take full responsi- 
bility for opinions of auditors of subsidiaries, in expressing 
his unqualified opinion on consolidated financial statements. 

À special Canadian Institute committee had stated that 
the extent to which reliance could be placed on the work of 
another auditor was a matter for individual professional 


judgement, and not a subject for legislation, but the Com- 
mission has responded that it is also a matter for public 
concern and that the word 'reliance' should here be used 
in the sense of ‘adoption’. If the auditor concludes that he 
cannot rely he should undertake the work himself or de- 
cline the engagement. 

The Royal Commission realized that its recommenda- 
tions would hasten the disappearance of small accounting 
fixms not associated with large international practitioners, 
but concluded that all professions have suffered from the 
tendency to centralize their activities. Yet they have man- 
aged to order their affairs according to the paramount 
requirements of the public interest. 


AUSTRALIA 


New South Wales Securities Legislation ` 


UCH tighter legislation of the securities industry is 

provided in the Securities Industry Act passed re- 
cently by the New South Wales Parliament. Similar legisla- 
tion is to follow in other States. 

In the words of the New South Wales Registrar of 
Companies who will be largely concerned with administer- 
ing the Act, the purpose of the new legislation is the 
maintenance and promotion of public confidence in the 
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securities market which is essential to the continued 
economic well-being of the State and of Australia as a 
whole. 

The legislation provides for the licensiag of four classes 
of persons or companies involved with the securities 
industry. The four classes of licence prescribed are a 
dealer’s licence, an investment adviser's licence, a dealer's 
representative licence and an investment representative’s 
licence. The licensing provisions come inco ferce on a date 
yet to be proclaimed. 

The Act contains provisions for the cancellation of 
licences by a stipendiary magistrate sitting as a Court of 
Petty Sessions if the licence holder is held not to bea fit 
and proper person to hold a licence. `n the case of a 
corporation, ground for cancellation is that the company is 
not a fit and proper person or that any director or secretary 
of the corporation is not a fit and proper person to be a 
director or secretary of a corporation holding such a licence. 

Another part of the Act obliges every dealer in securities 
to establish and keep a trust account. The obligation is 
expressed in terms similar to the stock exchange rules which 
impose that obligation on members. 

Every dealer must appoint a registered company auditor 
to audit his accounts, and on or before August 31st in 
each year to lodge with the relevant authority an auditor's 
report containing information on prescribed matters. 
Under certain circumstances the membe- may appoint an 
independent auditor to examine, audit and report upon the 
books, accounts and records of the securities held by a 


dealer. This power may be invoked, inter alia, in the event. 


of an allegation by any person that a dealer has failed to 
account to him in respect of any moneys or securities held 
or received by the dealer for or on his beaalf. 

Other important features of the Act are the creation of a 
number of new statutory offences relating to false trading 
and markets, market-rigging transactions. affecting market 
price by fictions, and issuing false or misl2ading statements 
about marketing securities. There is also a provision which 
obliges a member of the stock exchange to keep deposited 
with the exchange one-third of the lowest balance in his 
trust account during the preceding 12 moaths. 'The interest 
earned from the investment by the stock exchange of the 
amounts deposited will lead to a significant increase in the 
value of the stock exchange fidelity fund to guard against 
defalcations by its members. 

The Act provides for the legislation to be administered 
by a Commissioner of Corporate Affairs to be named later. 
In the meantime the present Registrar of Companies is 
deemed to be the Commissioner for purpcses of administer- 
ing the legislation. — From our Australian Correspondent. 


Step towards Uniform Farm Accounts 


UNIFORM farm management accounting system 
A designed to improve the efficiency of Australian 
ferming has been tested at a week-erd ‘workshop’ in 
Canberra attended by practising public accountants, farm 
management consultants, representatives of Government 
departments and the farming industry itself. ` ` 
The system is based on a uniform code devised Ry the 
Australian Committee for Coding Rural. Accounts 
(ACCRA), with the aid of a rural extension grant from the 
Department of Primary Industry. ACCRA claims that the 
new code will be suitable for use by accountants practising 
anywhere in Australia, and that it will provide worth-while 
statistics for both income tax purposes and for sophisticated 
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farm planning procedures. It is claimed to be equally 
suitable for use with manual accounting methods or with 
computer operations. | E 

Support by the two Australian accountancy bodies has 
been urged by Professor G. G. Meredith, Professor of 
Accountancy at the University of New England, who has 
played an important part in the work of ACCRA. Not- 
withstanding the unanimous agreement at the conclusion of 
the Canberra workshop that the code was acceptable to 
the accountancy profession, it is expected that it will 
be a long time before it commands general support from 
practising accountants. However, the relative success of a 
similar but less sophisticated system in New Zealand gives 
some basis for belief that Australian accountants can be 
induced to use a uniform code if convinced of its practi- 
cability in operation and its value to clients. 

In another development affecting the farming sector, the 
University of New England has announced the formation 
of an agricultural business research institute to service 
primary producers, producer boards and co-operatives, 
professional advisers, Government departments and agri- 
cultural companies. — From our Australian Correspondent. 


UNITED STATES 


Claims Against the Profession 


UR American contemporary, The Journal of Account- 

ancy, has recently published a review of selected 
claims against certified public accountants, covering nearly 
IOO cases taken from the files of two American insurance 
companies which underwrite a substantial proportion of 
domestic professional liability insurance. 

The largest single category of claims against accountants, 
33 per cent, related to undiscovered defalcations; and 17 
per cent were counterclaims by clients against accountants 
who were suing for unpaid fees. The remaining so per cent 
of claims fall into more than a dozen miscellaneous cate- 
gories, including three cases of alleged theft from the client 
by the accountant's employees. 

Another classification of these claims shows that the 
accountant was clearly liable in at least 26 per cent of the 
cases examined. Seventeen per cent were either nuisance 
claims or ‘smoke screens’ designed to distract attention 
from the plaintiff's own conduct; 13 per cent arose from a 
misunderstanding as to the terms of the accountant's 
engagement; and ro per cent were attempts by the client 
to find a scapegoat for his own lack of business judgement. 

One conclusion drawn from this by the author of the 
review is that the precise terms of an accountant's engage- 
ment to his client should be expressed in writing, and 
preferably signed by both parties. Oral agreements may 
result in a dispute over the scope of the work to be done, as 
for instance when the client requests assistance with his 
book-keeping or preparation of tax returns, and subse- 
quently complains because the accountant has not per- 
formed a detailed audit. 

The experience of the American profession in this regard 
will no doubt be studied with interest in other countries, 
not least the United Kingdom, where the subject of 
professional indemnity insurance has recently received 
considerable publicity. It should be mentioned that the 
American survey is confined to domestic CPA firms, the 
professional liability policies of most international account- 
ing firms being underwritten by Lloyds of London. 
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Cadbury Schweppes Concentrate 
on Profit Improvement 


HE accounts of ‘Cadbury Schweppes Ltd ~ reprinted 

this week — are the first to be presented following the 
merger of the two companies. The accounts cover the 52 
weeks to January 3rd, 1970, but the merger was effective 
for nine months during which the organization operated as 
Cadbury Schweppes. Inevitably during this period hard 
work has been put in to the restructuring and reorganizing 
operation in order to fulfil the concept on which the merger 
was based. | , 


Lord Watkinson, the chairman, comments that the 
board believes ‘Profit Improvement’ (a sub-heading in the 
chairman's review) to be the right title for the reorganiza- 
tion and restructuring programme. The removal of un- 
necessary overheads, the concentration and rationalization 
of manufacturing capacity and the examination of company 
organization and methods are all the responsibility of a 
profit improvement committee under the chairmanship of 
the managing director. The committee reports directly to 
the main board and each group has a profit improvement 
target. 


The ‘groups’ within the organization are labelled ‘Con- 
fectionery’, ‘Drinks’, ‘Foods’, “Tea and Coffee’ and 
‘Overseas’. It is unfortunate that, as yet, turnover and 
profits are not stated in individual ‘group’ terms, although 
the chairman in his statement puts the foods group’s 
= turnover at nearly {50 million and that of the overseas 
group at £83 million with its profits at £7,588,000. 


Budget prepared 


In the ‘Results at a Glance’, turnover and pre-tax profits 
are broker down in the following way: 





1969 1968 

Turnover: {000 {000 

Home - ! 179,400 171,400 
Exports and royalties from 

franchise operations II,000 9,800 

Overseas 72,000 62,100 

£262,400 £243,300 

Results: £ £ 

Group profit before taxation I8,o6o 20,861 
Net profit available to stock- 
holders after deducting taxation 

and minority interests .. 9,120 11,480 


The 1968 results are the combined results of the 
Cadbury and Schweppes Groups. 


Since each group has a profit improvement target there 
must presumably be accounting on a group basis and it 
should, therefore, be reasonable to look for separate group 
figures in the next accounts. In summarizing the current 
year prospect, the chairman states that detailed budgets 
and forecasts have been prepared by each group and these 
have been examined in depth by the finance committee and 
by the main board, as have their associated marketing 
plans. 

As a result each group has been set a firm profit ob- 
jective for 1970. All being well ‘1970 should show a real 
improvement in trading profit over 1969’, concludes the 
chairman. 


Under current conditions of steeply rising costs the 
attainment of budgets and forecasts will not be easy — in 
fact, entirely the reverse. 


Uniform accounting 


The Cadbury Schweppes organization is one of the largest 
converters of crops and commodities in the United King- 
dom. Total commodity purchases are worth more than £76 
million and profits are, to an extent, dependent on the 
prices of a wide variety of crops and materials including 
cocoa, coffee, tea, sugar, vegetables and soft fruit. In the 
recent past there have been considerable fluctuations in the 
price of cocoa in particular. 


At the end of the financial year a provision of {1-5 
million was made by transfer from reserves to meet com- 
modity price fluctuations — as shown in Note 18 to the 
accounts. 'l'he comment in the directors’ report is that this 
provision ‘will be a cushion against the continuing liability 
for losses on terminal operations which will arise unless the 


- cocoa market stages a recovery’. The chairman additionally 


states in his report ‘we shall, in future, commit ourselves 
ahead only so far as we must to cover the quantities we 
need’, All stock commitments of actual cocoa at the end of 
the financial year were dealt with by writing them down to 
current price. 


From the beginning of 1969, uniform accounting 
treatment was adopted within the group to eliminate 
differgnces of accounting treatment in the separate com- 
panies. There were differences relating to depreciation 
rates, treatment of development and investment grants and 
stock valuation. The adjustments needed to bring the group 
on to a common basis have been made against opening 
reserves and the effect of the changes on trading profit ` 
is shown in Note 3. i - 
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The common depreciation rates are set out in a separate 
note. A deferred taxation account was established at the 
beginning of 1969 and accordingly for that and future years 
the charge for taxation in the profit and-loss account will be 


more directly related to the profits as shown by the ac- 


counts. Details of this are shown in Note 14. 


Overseas 


The overseas group in the organization covers exports, 
ships' stores and the overseas operations of the company. 
On this group's turnover of £83 million (an increase of 15 
per cent over 1968) there was a pre-tax profit of £7,588,000 
showing a 5 per cent rise on 1968 and close on forecast: 
Overseas companies contributed 82 per cent of the over- 
seas group's trading profit. 


It was always envisaged that one of the main benefits of 
the merger would accrue overseas and this is already 
apparent. Co-operation has provided stronger financial 
and marketing bases for expansion and diversification. 


Schweppes franchises increased their growth rate during 
the year with continued expansion in France, Belgium, 
Spain, Greece, Hong Kong and Nigeria, while the 'quite 
remarkable progress’ in West Germany has justified the 
construction of a Schweppes factory near Hamburg 
in co-operation with the company's partners, Firma 
Hosie. 

Export business is predominantly in contectionery and 
foods. This year there will be particular concentration on 
exports to the United States and to Common Market 
countries, 


Mark Lane Group 


T is an investment axiom — albeit possibly a cynical one — 

that more stock-market money can be made in the shares 
of non-essential companies than will ever be mace in the 
shares of companies of national importance. One has only 
to recall the short, sharp, but meteoric, stock-market life 
of that most non-essential of all non-essential companies, 
Clubman’s Club, to admit that there is something in the 
axiom. 


How many prime essential companies in, say, the heavy 
end of British industry can point to a growth record to 
parallel an increase in earnings from 3-35d to 20:88d a share 
since 1962, and from o:82d to 12:04d a share in dividend? 
Furthermore, turnover during that period has risen from 
f2:25 million to {20-15 million, pre-tax profits from 
£41,680 to £576,158, and capital employed trom £118,119 
to £1,471,374 during a period in which capital expenditure 
has totalled £1,937,709. 

The company showing this degree of growth is The 
Mark Lane Group — a company which, its report to 
January 1st, 1970, shows, was operating 211 licensed betting 
offices at that date and a further 16 credit betting offices. No 
doubt bookmakers will make a strong case for mainfhining 
that their business is utterly essential to the bloodstock 
industry, and there is a paragraph in the chairman's 
statement which goes some way to that end. To many 
people, however, the Mark Lane Group would not rate 
highly in economic priority lists. 
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Heavy duties and tax 


The company has arranged to sponsor a number of races 
‘with a view to heightening public awareness of the part 
played in racing by your group', the chairman states, and 
‘during 1970 the company will be sponsoring a number of 
other events including a full day's racing at Newmarket for 
the Equine Research Establishment’. | 


Bookmakers will also maintain that, while some may 
scorn and scoff, bookmaking companies and bookmakers 
in general pay an awful lot of taxes and duties — presumably 
as the price of being non-essential. They might also draw a 
contrast, say, with Cammell Laird. Mark Lane Group's 
turnover last year was {20°15 million for a pre-tax profit 
of £576,158, but that was struck after charges which 
included £87,808 in bookmakers’ and betting levies, £41,762 
in betting’ premises duty, and an awesome £999,363 for 
general betting duty. 


But there is scope for growth in the industry, according 
to Mr Mark Lane, who puts his group's position into 
perspective by pointing out that turnover is still only about 
2:5 per cent of the off-course bookmaking industry whose 
total turnover is now running at close to {1,000 million a 
year. 


Over the years the purchase of freehold and long lease- 
hold properties has ensured satisfactory tenure for outlets, 
and has retained a solid financial base for the group's 
operations. This policy is to continue, and although 
‘diversification’ is still considered, the company, Mr Lane 
comments, has shown ‘how much less volatile bookmaking 
profits are than has previously been popularly supposed". 


The operation of betting offices, Mr Lane observes, 
'demands the usual business skills of organization, fore- 
thought, knowledge of the industry and attention to detail, 
combined with a natural urge to do better’. 


Column-by-column 


NCE one gets the hang of it, reading the report of 

Portals Holdings Ltd is easy enough, but getting the 
hang is off-putting at first. Basically, the directors' report is 
presented in four columns, the left-hand column of the 
page being reserved simply for headings — ‘Activities’, 
‘Profit and dividends’, “Turnover and profit’, and so on. 
Each section in these headings is read horizontally, part- 
column by part-column, which is an acceptable enough 
way of laying out the report. 


But it leads to niggling problems. Under 'Subsidiary 
companies’, for example — or more particularly alongside 
‘Subsidiary companies’ — it is stated that: "Ihe group 
acquired for cash during the year the [change to the next 
column] whole of the issued share capital of Fulham 
Pottery [change to the final column] and Cheavin Filter 
Company Ltd.' | 

Again: [column one] ‘Other Information’ [column two] 
‘To the best of the knowledge of the directors the [column 
three] company is not a close company for the purposes 
[column four] of the Finance Act 1965’. 


In Portals Holdings Ltd there is the operationally odd 
mixture of papermaking (particularly paper for bank-note 
and security documents), and water treatment, and engin- 
eering plant and industrial, residential and farming 
property management. The Bank of England holds 30 per 
cent of the Portal equity. 
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CITY NOTES 


UCCESS for the Tories in the General Election 
S allowed the stock-market to give full vent to its infinite 
capacity for the dramatic. After the Tory victory the equity 
market was 22 Points up at the opening of business. That 
was ‘mark up’ pure and simple but it still had buyers 
coming in. 

It also had the full quota of sellers during a day which 
provided two and a half times as many bargains marked 
as the Friday of the previous week and probably five times 
the real volume. It was the kind of day that showed up the 
complete inadequacy of the London Stock Exchange's 
pathetic reporting of its daily turnover. 

Why the London Stock Exchange should seem so 
inordinately proud of this particular inadequacy stems from 
belief that this is one method by which the diehards in the 
place can retain and sustain some semblance of the exclusive 
club aura — ‘my word is my bond’ — and it’s none of your 
business. 

But in throwing its metaphorical hat in the air the 
stock-market reflected the kind of elation that the con- 
demned prisoner presumably feels between the lifting of 
the death sentence and the imposition of life imprisonment. 

A change of Government does not change the problems 
that the stock-market reflects. The problems are there still. 
What has changed is the political, economic and industrial 
attitude towards them. 

* * * Kä 

HE basic economic problem facing the new Government 

is that, a balance of payments situation having been 
considerably corrected by the introduction of a siege econ- 
omy of almost complete control of wages and prices, those 
same weges and prices have broken so violently free from 
control chat it has become virtually impossible to use the 
corrected balance of payments position as a means of econ- 
omic re-expansion. 

The Labour Government which poured scorn on its 
forerunner's economic policy of ' stop- go’ could, after six 
years, only evolve the alternative of 'stop-still'. It was the 


fear that this alternative could have become all too apparent 
by October that no doubt persuaded Mr Wilson to opt for 
a June General Election. 

Unfortunately for him the almost ceaseless welter of 
Government statistics played him false. 'T'he trade figures, 
the unemployment figures, the Bank of England Bulletin 
all indicated that the halcyon days of trade and payments 
surpluses were fading. 

That they wil continue to fade is a problem for the 
incoming Government to deal with and it is a problem that 
investors and stock-market operators should not ignore. 
It was interesting, though, to see the unit trusts taking time 
by the forelock and pushing out the special offers last 
week-end. Unit trusts need a rising market to get their sales 
moving ahead again. 


* A * * 


AT the City will get from the new Government the 

City will have to wait and see, but there is no doubt 

what is expected. Lifting of SET is high on the list and so is 

a more helpful Government attitude towards overseas 
investment. 

The City still expects Government to exhort industry to 
greater efforts towards exports and towards greater 
efficiency, but it does not expect Government to damn as 
capitalistic parasites the companies which in answering the 
exhortation manage to make a profit. 

The City expects reform and particularly simplification 
of taxation and also the introduction of tax changes after 
due consultation and not on a hit or miss, rough justice 
basis as in the recent past. Certainly the City does not expect 
a Conservative Chancellor to appoint a committee to con- 
sider one tax and raise that tax by 50 per cent while the 
Committee deliberates. 

The City expects fuller recognition of its place in the 
economic machinery and it looks for a Government with 
the ability to recognize that there is such a thing as 
the confidence factor. 


RATES AND PRICES 


Closing prices, Tuesday, June 23rd, 1970 


Tax Reserve Certificates: (25.2.70) Companies 54%; 
3% surrendered for cash; Personal 4% Í 


Bank Rate | 
Oct. r9, r967 .. 6% Sept. 19, 1968 7% 
Nov. 9, 1967 .. 61% Feb. 27, 1969 89, 
Nov. 18, 1967.. 89, Mar. 5, 1970 .. 71% 
March 21, 1968 719, Apr. 15, 1970., 796 
Treasury Bills 
Apr. 17 .. £6 14s 6:'r4d% May 22 .. £6 17s 242d% 
Apr. 24 .. {£6 15s 5°47d% May 29 .. £6 175 277749, 
May 1 £6 15s 10°47d% June s .. £6 178 3:06d% 
May 8 .. £6 rss 626d% June 12 .. £6 178 11°81d% 
May 15 .. £6 16s 0-68d% June 19 .. £6 17s 2:58d% 
Money Rates 
Day to day 52-62% Bank Bills 
7 days " 51-6195 2months .. 8-84% 
Fine’ Trade Bills 3 months .. 8-84% 
3 months 81-995 4 months 8-819, 
4 months 81-99, 6 months .. 81-849, 
6 months .. 84-9195 


Foreign Exchanges 


New: York .. 2:3959 Frankfurt 8-7070 
Montreal 24927 Milan. 1506:95 
Amsterdam 8-6895 Oslo 17:1255 
Brussels 118:93 Paris 13°2240 
Copenhagen 17:9605 Zürich I0'3445 
Gilt-edged 

Consols 4% 434%, Funding 6% 1993 693 
Consols 24% 264; Savings 3% 60—7o 991 
Conversion 34% . 38$ Savings 3% 65-75 83% 
Conversion 5% 1971  .. 97% Treasury 64% 1976 .. 96% 
Conversion 54% 1974 .. 92] Treasury 34% 77-80 .. Gei 
Conversion 6% 1972 .. 97 Treasury 34% 79-81 .. 64% 
Funding 3176 99-04 .. 421 ‘Treasury 5% 86-89 .. 62d 
Funding 4% 60-90 . 972 ‘Treasury 54% o8-12 .. 61% 
Funding 5195 78-80 .. 75 Treasury 24% .. .. 27i 
Funding 54% 82-84 . 70$ Victory 495 .. .. .. 978 
Funding 52% 87—91 . 684 War Loan 3395 .. .. 37% 
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Taxation 
Cases 


Full reports of the cases summarized in these columns 
will be published, with Notes on the Judgments, in 


` the ‘Annotated Tax Cases’ 





Woodend (KV Ceylon) Rubber and Tea 
Co Ltd v. Ceylon CIR 


In the Privy Council — April 29th, 1970 


(Before Lord Hopson, Lord Guzsr, Lorc Donovan, Lord 
WILBERFORCE and Sir GORDON WILLMER) 


Double taxation relief — Agreement statutcry in 1950 — No 
charge on dividends paid to non-resident — Nor on undis- 
tributed profits — No higher or other taxation than on residents 
— Change in 1959 — Percentage tax on remittances abroad — 
Whether additional tax on dividends — Whether tax on un- 
distributed profits — Whether higher taxation — Whether other 
taxation — Whether 1959 Act repugnant to 1950 Act — 
Ceylon Double Taxation (Relief) Act 1950, section 2 (I) — 
Ceylon Income Tax Ordinance Amendment Act 1959, 
sections 33, 53B, 53C, 53D — Finance (No. 2) Act 1955, 
section 4 (2) — Double Taxation Relief (Taxes on Income) 
(Ceylon) Order, 1950 (No. 1978), articles VI, XVIII, X XI. 


The appellant company carries on an agricultural business 
in Ceylon and derives profit therefrom. The company's 
head office is in the United Kingdom, and the business is 
controlled from there, and for the purpose of Ceylon tax 
the company is a non-resident. The company was assessed 
to income tax in Ceylon for 1958-59 to 1961-62, and it 
appealed on the ground that certain additional taxation 
imposed in Ceylon in 1959 on non-residen: companies was 
a breach of Articles VI and XVIII of the double taxation 
agreement between Ceylon and the United Kingdom, to 
which effect was given in the United Kingdom by the 
Double Taxation Relief (Taxes on Income) (Ceylon) Order 
1950, and in Ceylon by the Double Taxation (Relief) Act 
IQso. 
S icle VI of the agreement provided that a non-resident 
company was not to have imposed on it 'any form of taxation 
on dividends’ paid to non-residents, nor ‘any form of 
taxation chargeable in connection with or in lieu of the 
taxation of dividends’, nor ‘any tax in the nature of an un- 
distributed profits tax on undistributed profits of the 
company'. Article XVIII directed that a non-resident was 

not to be subjected to: ° 
‘any taxation or any requirement connected therewith 
which is other, higher or more burdersome than the 
taxation and connected requirements to which residents... 

are, or may be, subjected’. | 
If the company had been a Ceylon resident in the relevant 


=- ACCOUNTANT 


971 


years, the dividends that it paid would have meant a 
further amount of tax of Rs159,580.00. As a non-resident 
the amount of extra tax it did pay was Rs35,893.00. 

By section s3c of the Ceylon Income Tax Ordinance 
Amendment Act 1959 the tax to which a non-resident 
company was made liable, where there were remittances in 
the preceding year, consisted of: 


‘a sum equal to 45 per cent, and an additional 6 per cent, of 
the taxable income of such company for such year of 
assessment and a sum which shall, if the aggregate amount 
of such remittances is less than one-third of such taxable 
income, be equal to 334 per cent of such aggregate amount, 
and, if such aggregate amount is not less than one-third 
of such taxable income, be equal to 334 per cent of one- 
third of such taxable income’. 

Where there were no such remittances the 45 per cent and 

the 6 per cent were to apply. 

The company’s appeal was against the additional tax of 
33$ per cent. It was contended for the company (i) that this 
tax was in lieu of the taxation of dividends, (ii) that it was in 
the nature of an undistributed profits tax, (iii) that it was 
therefore invalid under Article VI of the agreement, (iv) 
that it was higher or more burdensome than in the case of 
residents, (v) that it was ‘other’ taxation, (vi) that it was 
therefore invalid under Article XVIII. 

It was contended for the Revenue (i) that as there was no 
tax on dividends in Ceylon, the 334 could not be ‘in 
connection with or in lieu of the taxation of dividends’, 
(ii) that it was not in the nature of an undistributed profits 
tax, (iii) that on the above figures the 334 per cent had not 
imposed a tax 'higher or more burdensome than in the case 
of a resident’ (iv) that the 334 per cent was income tax, and 
as resident and non-resident companies were subject only 
to income tax there was no taxation to which it could be 
‘other’. The Supreme Court of Ceylon decided in favour of 
the Revenue, and in particular accepted the Revenue's 
argument on the ‘other taxation’ point. 


Held: (i) the 334 per cent was not a tax on dividends, 
but was an extra amount of tax chargeable on the company's 
profits when remittances were made, (ii) the question 
whether it was higher or more burdensome than in the case 
of residents was rightly tested by reference to the above 
figures, (ii) the 334 was ‘other taxation’ within Article 
XVIII, (iv) but section 53c of the 1959 Act imposing it was 
competent to include non-resident companies and had 
validly done so. 


Fisher-Bendix Ltd v. Secretary of State 
for Employment and Productivity 


In the Court of Appeal — March 24th, 1970 


(Before the MASTER OF THE ROLLS (Lord DENNING), Lord 
Justice WrpGERY and Lord Justice PHILLIMORE) 


Selective employment tax — Refund of tax — Premium — 
Manufacture of washing machines - Maintenance establish- 
ment — Whether repair work ~ Whether Industrial Tribunal’s 
interpretation of minimum list wording is conclusive — Selective 
Employment Payments Act 1966, section ro — Minimum list 
headings 349.3, 365, 820.5 — Introduction, paragraph 8 (c). 

The company manufactured and installed washing 
machines, and had separate establishments for repair work. 
One was at Cardiff. Engineers went out from those estab- 
lishments to where the machines were, and repaired them 
there. This was the practice of most manufacturers of 
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washing machines. The company did not sell direct to the 
public, but to retailers who sold to the public. The great 
majority of the employees at the Cardiff establishment were 
engaged in repair work. 


It was contended for the company that the activities of 


the establishment in question came within ‘repair of ... 
domestic appliances’ in minimum list heading 820.5, or 
within 'repair work' in heading 349.3. The Industrial 
Tribunal decided by a majority that heading 820.5 applied 





Correspondence 





The Future of the Accountancy 
Profession 


Sm, - I hope you will give me the opportunity of replying 
to the letter published in your last issue over the signatures 
of Hugh Nicholson and Bruce Sutherland. 

I had not intended to reply in detail to letters in the 
professional Press on the grounds that the Council has had 
its opportunity to state its case and the opponents must be 
free to do likewise without constant interventions from the 
Council. 

I must, however, put the record straight on two innuen- 
does which are totally unjustified. 

The first is the statement: “The Council has decided that 
on this occasion the poll will be taken only when the 
membership has had an opportunity of studying a transcript 
of the proceedings at the special meeting. In spite of this 
decision, proxy cards have been sent out in advance. (The 
italics are mine.) 

The Council has no option but to send out proxy cards 
with the notice convening the meeting — this is a require- 
ment of by-law 103 (e) from which there is no escape. As a 
result an additional proxy card is being issued with the 
transcript to enable those who have already given their 
instructions to change their mind if they so wish. 

The second is the statement 'that the Immediate 
Past-President of the Institute has especially asked members 
of District Society Committees to attend and speak and 
we have reason to believe that such members may be 
expected to support the Council, in general, although they 
are far from unanimous’. 


The letter to which reference is made actually said: 


‘,. . on this occasion the poll will be taken only when the 
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only to repairs by retailers, and did not cover the company's 
case; but that the activities were within 'repair work' in 
heading 349.3. 

Held: (confirming the judgment of the Queen's Bench 
Division, : (i) the decision of the tribunal was on a question 
of law, and could be reviewed, (ii) the activities were repair 
of domestic appliances, and were within heading 820.5, 
(ii) therefore they did not qualify the company for a 


rep ayment. : 


membership has had an opportunity of studying a 
transcript of the proceedings at the special meeting. 


‘It is thus particularly important that the record of 
proceedings should be truly representative of the balance 
of opinion held by the membership generally. 


*. . . I hope that you and as many members of your 
committee as possible will . . . voice your opinions — 
whether they are for or against the proposals’, 


Again, the italics are mine. I suggest that members of the 
committees, being the representatives of the membership 
within their district society areas and whose views and 
advice have been sought over the last four years, are best 
placed to express a considered ‘judgement’. I am not at all 
surprised that Messrs Nicholson and Sutherland should 
form the view that, in general, these representatives will 
support the Council. If they do so, it will not be from any 
sense of misplaced loyalty but because they have reached 
an independent opinion that the proposals are right and, 
indeed, essential for the proper development of the profes- 
sion to enable it best to serve the public interest. 

In view of the passages I have quoted above I am sure 
members will appreciate why I decided it was necessary to 
reply to the “breach of faith’ implied in the letter over the 
signatures of Messrs Nicholson and Sutherland. 


Yours faithfully, 


C. CROXTON-SMITH, 
President, 


Tue INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES. 


Chartered Accountants’ Hall, 
London EC2. 


In Search of Adventure? 


SIR, - A recent letter in the Financial Times seeks to per- 
petuate the hoary libel that accountants are by definition 
responsible for stifling technological development. I quote: 


‘Be it machine or process, it is usually something new. 
Engineers will immediately see the advantages, entre- 
preneur directors likewise. The scheme is worked out 
and eventually comes before a director accountant. There 
allenew ideas stop. Period. Well, whoever heard of an 
adventurous accountant? 


Although the question was doubtless intended as 
rhetorical, it happens that I have personally heard of several 
- including the late Sir Harold Howitt, whose achievements 
in both peace and war earned for him the title of ‘the 
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profession's outstanding personality’. Amongst those 
accountants who are happily still with us, I can call to 
mind one holder of the Victoria Cross, and several others 
whose adventures have earned them a place in the recent 
Birthday Honours list. 

One function of the accountant is to provide an honest 
notation system by which projects can be evaluated in a 
common language. The writer of the letter from which I 
have quoted above does not trouble to explain his assump- 
tion that the all-powerful accountant is inevitably in a 
position to veto his colleagues’ proposals; but it may be no 
bad thing for any new project to be subject to the scrutiny 
of an impartial observer who has no personal axe to grind, 
and who (if I may be forgiven a somewhat mixed metaphor) 
can reduce it all into proper perspective by asking the 
unexpected question “What is the coefficient of expansion 
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does adventure consist in forging blindly into the unknown. 
When Sir Thomas Bouch constructed a bridge two miles 
long across the Firth of Tay it was hailed at the time as an 
adventurous project, but within 18 months of the cere- 
monial opening it lay at the bottom of the river with the loss 
of 79 lives, a monument to poor design, improvization, bad 
workmanship, and inadequate supervision. Until after the 
event, nobody thought to ask what allowances had been 
made for the cumulative effect of wind pressure upon a 
structure two miles long. 

I am forced to the conclusion that the Financial Times’s 
correspondent is one of those who prefers to proceed by 
hunch rather than by informed calculation, and is seeking a 
scapegoat for his failure to sell this outmoded approach to 
others. 


Yours faithfully, 


of brass?’ 


An innovation is not necessarily an improvement, nor 





BRISTOL’S NEW PRESIDENT 


Mr IAN E. L. HARRIS, F.C.A., a partner 
in Deloitte, Plender, Griffiths & Co, 
was elected President of The Bristol 
and District Char- 
tered Accountant 
Students' Society 
for 1970-71 at the 
Society’s recent 
annual meeting. 

Anactive partici- 
pant in student af- 
fairs for a number 
of years, Mr Harris 
was a member of 
the Society’s com- 
mittee for three years during which 
time he served as sports secretary. ‘In 
those days’, he tells us, ‘the sports 
side of the Society was very strong and 
we played many fixtures, particularly 
cricket, hockey and rugby. We even 
included a very successful cricket tour 
to Devon.’ His pastimes still include 
cricket and hockey. 

Educated at Clifton College, Mr 
Harris was articled in 1951 to the 
late Mr George Tryon, F.C.A., a 
partner in Tribe, Clarke & Co, of 
Bristol. He was admitted to member- 
ship of the Institute in 1956. After 
National Service he returned to 
Tribe, Clarke & Co as a senior clerk 





Student Roundabout 


and became a partner in 1963. He 
became a partner in his present firm 
last year, following the merger of the 
practice with Deloitte’s. 

Mr Harris is a member of the com- 
mittee of the senior society, holding 
the position of librarian. In addition, he 
is responsible for the organization of 
the Institute’s examinations in the 
Bristol area and is a member of the 
Regional Technical Advisory Com- 
mittee of the Institute. 

It is interesting to note that his 
father, the late Mr E. A. Harris, 
F.C.A., Was a partner in Tribe, Clark & 
Co, for 35 years. He was also President 
of the Bristol Students’ Society for five 
years and for the same period served as 
President of the senior society. 

Other officers elected for the en- 
suing year are: 


Vice-President: Mr D. P. L. Howe, A.C.A. 

Chairman: Mr P. G. W. Gray, A.C.A. 

Secretary: Mr W. Hobson, 14 College 
Road, Clifton, Bristol 8. 

Treasurer: Miss S. J. Maggs. 

Sports Secretary: Mr J. D. McKinley. 


BIRMINGHAM TENNIS 
TOURNAMENT 


FOURTEEN couples took part in the 
annual tennis tournament of the 
Birmingham Chartered Accountant 
Students’ Society played on June 17th. 


WILFRED. 





Robert Lander and Peter Baker 
emerged as the winners, beating Tom 
Beamish and Richard Inchley in the 
final. 

Birmingham CASS is playing Lon- 
don CASS at tennis and cricket on 
July 8th in Birmingham. All support 
welcome - later on as well in the bar. 


TAVERNERS' MEETING ON 
"THE CITY’ 


"IHE City of London' was the very 
interesting subject of the latest meeting 
of the ‘Taverners. Miss Suzanne 
Stanton, of the City Guides office of 
the City Corporation, entertained 
members with a lively talk which 
covered the history of the City from 
the time of William the Conqueror to 
the present, as well as the workings 
of the City today. It was quite clear 
that there is a lot about the day-to-day 
running of the City which even now 
is not known, even by those who work 
there. The fact that the Lord Mayor 
bears a large proportion of the costs of 
his year of office himself was not 
generally known, and an even bigger 
surprise was that the lavish civic 
functions are not paid for by the 
ratepayers — the money coming from 
the City’s accumulated funds from 
centuries back when many individuals 
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left large legacies to “God and the City 
of London'. 

'The modern City was not neglected 
as Miss Stanton's talk covered the 
Barbican re-development and gave the 
reasons for this ambitious project to 
change the night-time life of a city 
whose population at night is measured 
in thousands compared with a day- 
time population of hundreds of 
thousands. When Miss Stanton had 
finished answering the many questions, 
she had dispelled many myths about 
the world’s largest financial centre as 
well as giving one of the best talks 
heard in the Green Man. 


After the meeting, Jeremy Barr, this 


year’s chairman, announced his resig- ` 


nation as he is going to Hong Kong to 
work (and possibly to start the first 
overseas Taverners). A short election 
followed to fill the vacancy and 
Jeffrey Lawson, the present secretary, 
was promoted to chairman, and 
Moilwyn Howell was elected secretary. 
Both have been well known in the 
Green Man for many years, and are 
also members of the CASSL com- 
mittee. Jeffrey Lawson carries on what 
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is almost a tradition for the Taverners’ 
chairman, to be a member of the NEC 
who were well represented at this 
meeting by the ACASS President, 
Stuart McDonald, and the NEC 
Chairman, Tony Cross. Another noted 
guest was Mr Norman Bruckland 
from the Institute. 

At next month's meeting on Thurs- 
day, July 2nd, at 6 p.m. in the Dive 
Bar of the Green Man, Bucklersbury, 
Mark Johnson of TWA will be talking 
on an as yet unnamed topic. 


SOUTH-WEST ESSEX 
STUDENTS 


AT the recent annual meeting of the 
South-west Essex Chartered Ac- 
countant Students’ Group of The 
Chartered Accountant Students’ 
Society of London, the following 
officers were elected for 1970-71: 
Chairman: Mr D. E. Heady, F.C.A. 

Deputy Chairman: Mr D. Rosenberg, 
A.C.A. 

Secretary: Miss Julie Dorell, 114 Red- 
bridge Lane East, Redbridge, Ilford, 
Essex. 

Deputy Secretary: Miss S. Small. 

Treasurer: Mr R. D. Judge. 
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PRESTON'S CRICKET 
SUCCESS 


Tue Preston and District Chartered 
Accountant Students’ Society has 
recently been particularly active at 
cricket and has reached the quarter- 
finals of the Clitheroe Cricket League 
knock-out cup. The Society's team — 
the “Tickers’ - have won two games. 

Their first match against White 
Horse was an easy win: the Society 
batted first and scored 132 for 7 
(S. Westhead 70) and then dismissed 
White Horse for 57. 

The second match against Clitheroe 
Royal Grammar School Staff was 
quite a nerve-racking game against the 
runners-up in the competition last 
year. The “Tickers’ won the toss and 
batting first scored 57 all out; but all 
was not lost and through fine fielding 
and some exceptional bowling by J. 
Carter and S. Westhead, the “Tickers’ 
dismissed their opponents for 48. 

Members of the Society interested 
in participating in the “Tickers’ cricket 
matches are asked to contact the 
Society's sports secretary, P. R. 
Metcalf, 14 Chapel Street, Preston. 
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PROFESSIONAL NOTICES 


ARTHUR ANDERSEN & Co, Chartered 
Accountants, of St Alphage House, 
2 Fore Street, London EC2; Scottish 
Life House, Bridge Street, Man- 
chester M3 3DL; Royal Exchange 
Assurance House, 314 St Vincent 
Street, Glasgow C3, and Fitzwilton 
House, Wilton ‘Terrace, Dublin 2, 
announce that with effect from July 
Ist, 1970, Messrs Roy J. CHAPMAN, 
M.A., A.C.A., BRIAN M. CURRIE, M.A., 
A.C.A., RICHARD S. ELFICK, FCA. 
P. RAYMOND HINTON, B.SC.(ECON.), 


A.C.A, Roy L. JENNINGS, A.C.A., 
Jonn A. RisBY, F.c.A., and HARFORD 
M. ROBB, B.A., F.C.A., all of whom have 
been with the firm for a number of 
years, have been admitted as partners. 
Messrs CHAPMAN, HINTON, JENNINGS 
and RisBY will all be located in 
London, Mr Erick in Manchester, 
Mr Currie in Glasgow, and Mr ROBB 
in Dublin. 


J. H. CHAMPNEss,  CORDEROY, 
BEEsLY & Co, Chartered Accountants, 
of 10 St Swithin’s Lane, London EC4, 
announce with regret the retirement 
from the partnership of Mr RONALD 
WILLIAM WARREN, F.C.A., on May 
17th, 1970. 

PANNELL FITZPATRICK & Co, an- 
nounce that Mr WILLIAM JOHN 
DONOGHUE, A.C.A., is now a partner in 
their Jamaica firm at Barclays Bank 
Building, King Street, PO Box 318, 
Kingston, Jamaica. 


PRICE WATERHOUSE Pear & Co, 
Lebanese firm, annourfe that the 
joint practice arrangements under 
which PRICE WATERHOUSE & Co and 
PEAT, Marwick, MITCHELL & Co 
have hitherto operated in the Lebanon 
will be terminated on June 3oth, 1970. 


From July 1st, 1970, PEAT, MARWICK, 
MiTCHELL & Co will practise from 
offices at Rebeiz-Moukarzel Building, 
Clemenceau Street, PO Box 8270, 
Beirut where the resident partners will 
be Mr T. F. L. WEBBER, F.C.A., and 
Mr J. N. KANAAN, A.C.A. PRICE 
WATERHOUSE & Co will practise from 
offices at 1002 Sabbag Centre, Hamra 
Street, PO Box 8264, Beirut, where the 
resident partner will be Mr D. J. 
BELTON, F.C.A. 


PRICE WATERHOUSE PEAT & Co, 
Cyprus firm, announce that the joint 
practice arrangements under which 
Prick WATERHOUSE & Co and PEAT, 
Marwick, MITcHELL & Co have 
hitherto operated in Cyprus will be 
terminated on June 30th, 1970. Mr 
P. T. GRAHAM, the resident partner 
in Nicosia, will retire at that date. 
From July Ist, 1970, the practice will 
be carried on in the name of PRICE 
WATERHOUSE & Co, from offices at 11 
Costis Palamas Street, PO Box 1687, 
Nicosia, where the resident manager in 
charge will be Mr A. NICANDROU. 


SHELVOKE, PICKERING, JANNEY & 
Co, Chartered Accountants, of Spencer 
House, Digbeth, Birmingham 5, an- 
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inounce that their senior partner, Mr 
F. H. PICKERING, F.C.A., retired from 
the partnership on June rsth, 1970 
after 44 years as a partner in the firm. 
He will continue to be available as a 
consultant. 


WuiNNEY Murray & Co and 
WHINNEY Murray Ernst & ERNST, 
London, announce with great personal 
regret the retirement on June 3oth, 
1970, of their senior partner Sir 


WILLIAM CARRINGTON, F.C.A., who 
has been a partner for 38 years. 
WHINNEY Murray & Co and 


WHINNEY Murray Ernst & ERNST, 
Birmingham, announce the admission 
to partnership on July rst, 1970, of 
Mr P. J. COOKE, F.c.A., who has been 
on their staff for 13 years. 


WHINNEY Murray Ernst & ERNST, 
European firms, announce the admis- 
sions to partnership on July Ist, 1970, 
of Mr H. R. WILKINSON, M.A., F.C.A. 
(at headquarters), Mr K. NAYLOR, 
F.c.A. (in Germany) Mr P. J. 
BORNHOFEN, C.P.4.,, and Mr R. A. 
GRIFFIN, A.C.A. (in France) and Mr 
L. E. BURNHAM, c.P.A., and Mr A. 
CaMMU (in Belgium). They also an- 
nounce with regret the retirement on 
June 3cth, 1970, of Mr R. B. HiNDLEY, 
F.C.A., who has been with the Conti- 
nental firm for 37 years. 


WuINNEY Murray Ernst & ERNST, 
North African firm, announce the 
admission to partnership on July rst, 
1970, of Mr C. J. GEE, A.C.A. 


WHITEHILL MARSH JACKSON & Co, 
Chartered Accountants, announce the 
following changes affecting their part- 
nership from July Ist, 1970: Mr 
DoucLas J. Morr, F.c.A., retires from 
the firm on his appointment to the 
secretariat of The Institute of Chartered 
Accountants in England and Wales, 
and, consequent upon Mr Morr’s 
retirement, Mr WILLIAM F. SMITH, 
F.C.A., takes over responsibility for the 
. Midlands practices; Mr K. Davip 
| GRIFFITHS, A.C.A., has joined the 
partnership in Cheltenham, merging 
his own firm of K. Davip GRIFFITHS 
with their practice; Mr Hoen B. 
BUTTERWORTH, A.C.A., has joined the 
partnership in London. 
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WHITEHILL MansH JACKSON & Co 
and L. Ezra & Co announce the 
formation of an associated firm, 
Ezra WHITEHILL & Co. The partners 
in the new firm are Messrs LANCE 
EZRA, F.C.A., JOHN SMURTHWAITE, 
F.C.A., BRIAN L. WORTH, A.C.A., and 
Hucu B. BUTTERWORTH, A.C.A. 


APPOINTMENTS 
Mr Barry G. Davison, F.C.A., secre- 
tary of Foster Brothers Ltd, has 
become a director of the company. 


Mr B. K. Carver, F.C.A.,- A.T.I.I., 
has been appointed group taxation 
manager of Reyrolle Parsons Ltd. 


B 





Mr B. K. Carver. Mr B. Peach. 

Mr Bernard Peach, A.C.W.A., has 
been appointed financial controller 
to the trade and industrial division of 
George Salter & Co Ltd. 


Mr John P. Friebe, C.A., A.C.W.A., 
has been appointed marketing director 
and deputy managing director of A. F. 
Stoddard & Co Ltd with effect from 
July 31st. Mr M. J. R. Townsend, 
F.c.A., has been appointed financial 
controller and joins the board and 
Mr R. J. Hart, c.a., has been ap- 
pointed secretary of the company. 


THE ACCOUNTANT 
Index to Vol. 162 
January to June 1970 


The general index to this volume — 
January to June 1970, Vol. 162 — will 
be published with the issue dated 
July 2nd, 1970. 

The parts of the volume should 
therefore not be sent for binding until 
the index has been added. 
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SIR WILLIAM CARRINGTON 
RETIRES FROM PRACTICE 


The retirement from practice of Sir 
William Carrington, F.C.A., next Tues- 
day, June 3oth - as announced under 
‘Professional Notices’ in another 
column - brings to a close a period of 
38 years’ partnership in the firm of 
Whinney, Smith & Whinney and its 
successor Whinney Murray & Co 
(formed following the amalgamation 
with Brown, Fleming & Murray). 

Admitted a member of The Institute 
of Chartered Accountants in England 
and Wales in 1926, Sir William was 
elected a member of the Council in 
1942, became President in 1955, and 
after taking a notable part in the 
Institute's affairs, resigned from the 
Council in January of last year. 

As readers wil know, he is an 
acknowledged authority on taxation 
and he has served as a member of the 
Royal Commission on Taxation, the 
Millard Tucker Committees on Tax- 
ation of Trading Profits and the 
Committee on the Taxation ‘Treatment 
of Provisions for Retirement. Not that 
his advice has been sought only on 
matters restricted to taxation, as his 
membership of the Central Valuation 
Board and Panel of Referees under the 
Coal Nationalization Act of 1946 will 
indicate. Furthermore, he has been the 
chairman of the Dental Rates Study 
Group since 1961, and will be steering 
the Group’s latest proposals towards 
satisfactory agreement by the new 
Government. 

In retirement, Sir William is looking 
forward to having more time available 
in which to enjoy opera and other 
arts. 


FIRM’S CENTENARY 


This year Luckin & Sheldrake, Char- 
tered Accountants, of Chelmsford, 
are celebrating the centenary of the 
firm which was founded by James 
Luckin in 1870. 

Following the incorporation of The 
Institute of Chartered Accountants in 
England and Wales in 1880, Mr 
Luckin became a member in 1882 and 
in 1894 he was joined by Mr H. D. 


JOHN FOORD & COMPANY 


137 VICTORIA STREET, LONDON SW1 


Telephone 01—834 2002 (4 lines) 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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Sheldrake who, after his admission to 
membership of the Institute in 1899, 
remained a partner until 1958. 

A similarly long period as a partner 
— from 1907 until 1962 — was served 
by Mr Luckin's son, J. C. Luckin, 
thus establishing what may well be a 
record time-span of 92 years' part- 
nership for two generations. 

The present senior partner, Mr J. C. 
Sheldrake, r.c.a., is a nephew of H. D. 
Sheldrake and so continues the 
family association; he has been a 
partner since 1937. 

A dinner to celebrate the centenary 
is to be held by the firm in Chelmsford 
later in the summer. 


LONDON AND DISTRICT SOCIETY 
OF CHARTERED ACCOUNTANTS 


At a recent meeting of the Committee 
of the London and District Society of 
Chartered Accountants, Mr B. E. 
Basden, M.A., F.C.A., senior partner of 
Mellors, Basden & Co, Chartered 
Accountants, was elected Chairman 
of the Society for 1970-71. 

Born in 1925, he was educated at 
Eton College where he obtained an 





exhibition in history to Lincoln Col- 
lege, Oxford. On leaving school in 
1944 he joined The Coldstream 
Guards where he rose to the rank of 
Captain prior to demobilization in 
October 1947. At Oxford, he took a 
shortened honours degree in juris- 
prudence and in 1949 joined Kemp 
Chatteris & Co (now Touche Ross & 
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principal Accountancy exams, and algo 
Appreciation, Costing, G.C.E., Insuran 
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Co) for articled service. He became a 
member of the Institute in 1951 and 
after three years with Peat, Marwick, 
Mitchell & Co, in London, joined his 
present firm as a partner in 1954. 

He was elected a member of the 
Committee of the London and District 
Society in 1962. In 1966 he was chair- 
man of a conference on the Finance 
Act 1965 and in 1970 chairman and 
speaker at a conference on ‘The 
management of the medium-sized 
audit practice’. He was a member of 
the Technical Advisory Committee 
and of the Articled Clerks and Recruit- 
ment Committees of the Institute 
during the period 1966—70. 

Mr Basden is married with four 
children and lives at Gerrards Cross 
in Buckinghamshire. He lists among 
his spare-time occupations unskilled 
labour about the garden, innumerable 
school functions, and occasional golf 
in the summer and shooting in the 
winter. 

The new Vice-Chairman of the 
Society is Mr K. G. Bishop, F.C.A., 
financial controller of Carreras Ltd. 


THE ACCOUNTANTS' CHRISTIAN 
FELLOWSHIP 


The monthly meeting for Bible reading 
and prayer will be held at 1 p.m. on 
Monday, July 6th, at the Church of 
St Peter-upon-Cornhill, London EC: 
(entrance in Cornhill, near Grace- 
church Street). The Scripture for 
reading and thought will be 2 Corin- 
thians, Chapter 5, verses 16-21. 

A similar meeting will be held at the 
same time in the vestry of St Giles-in- 
the-Fields, St Giles High Street, 
London WC2. 


EAST ANGLIAN SOCIETY OF 
CHARTERED ACCOUNTANTS 


At the annual meeting of the East 
Anglian Society of Chartered Ac- 
countants earlier this month, Mr 
G. S. H. Dicker, C.B.E, T.D., A.D.C., 
D.L., F.C.A., a partner in Lovewell, 
Blake & Co, Chartered Accountants, of 
Great Yarmouth, and Cooper Brothers 
& Co and associated firms, was 


June 25th, 1970 . 
| 


elected President for the ensuing year. 

Educated at Haileybury and King’s 
College, Cambridge, Mr Dicker was 
admitted a member of The Institute 
of Chartered Accountants in England 
and Wales in 1950. He served as 
President of the East Anglian 





Chartered Accountant Students’ As- 
sociation from 1957 to 1959, and was 
first elected to the district society 
committee in 1953. Since 1968 he has 
been chairman of the education sub- 
committee. 

Married, with two children, he is 
the son of Mr A. S. H. Dicker, 
M.B.E., F.C.A., who was a member of 
the Council of the Institute from 
1939-1958, and President in 1956-57. 

The new President of the Society 
has many other interests and is chair- 
man of the East Anglian Territorial 
Auxiliary and Volunteer Reserve 
Association; chairman of the Finance 
Committee of the Royal Corps of 
Signals; a Vice-President and Past- 
Chairman of Great Yarmouth Chamber 
of Commerce; and President of the 
Great Yarmouth Constituency Con- 
servative Association. 

He has been Deputy Lieutenant for 
Norfolk since 1963, and was Aide-de- 
Camp to HM The Queen from 1965 
to 1970. 

The new Vice-President is Mr P. 
Scarfe, F.c.A., who has been secretary 
of the society since 1966; his 
successor in that office is Mr J. J. A. 
Mobbs, A.C.A., 9 Red Lion Street, 
Norwich. 
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